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NORTHEAST ASIA INTERNATIONAI. 


DONATIONS FLOW IN TO KESTORE ANTI-JAPAN WAR RELICS 
OWU61312 Beijiny XINWUA in English 1214 GMT 6 Jul 87 


{fext] bBeijin;, & Jul (ALNHUA)--Social organizations, individuals, and 
Overseas Chines: have dovated 2 aillioa yuan since late 1935 to help renovate 
the Luyougisso (Marco Polo bridge) and other structures related to China's 
O-year war of resistaace against Japanese sgyression. 


The Widge was wuere Japan launched its ay;ressive war against China 50 years 


yo. 


The Beijing Municipal Governwent set up a special committee in August 1935 to 
protect the vridge aud facilities of historical interest nearby, including the 
town of Waupin,. 


The biggest donor was Hubei Province, which coutributed 1 million yuan, an 
official from the committee told AINWUA. Other notable contributurs were 
Beijing, Guaugznou, and Shanxi Province. 


Amon the individual donors are workers, peasants, soldiers, cadres, 
intellectuals, studeuts, and private business people, as well as people from 
llong Kong and Macao. 


A group of schvolciildren in Beijing's Chongwen District also donated 20 yuan 
trom their pocket money. 


In addition, the comwaittee bas received wore than 1,700 pieces of historic 
relics, including photo,;raphs and articles used by outstanding Chinese 
wilitary officers. 
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SOUTHEAST ASIA/PACIFIC INTERNATIONAL 


ASEAN DIALOGUE WITH PRC, USSR PROPOSED 
HKO060745 Hong Kong ZHONGGUO TONGXUN SHE in Chinese 0853 GMT 4 Jul 87 


{Excerpt} Hong Kong, 4 Jul (ZHONGGUO TONGXUN SHE)--According to news from 
Kuala Lumpur, cn ASEAN group of experts has proposed that ASEAN nations should 
step by step enter into dialogue with the Soviet Union and China in an effort 
to discuss relevant political and economic problems. 


After 9 months of analysis and study, the 14-member group of experts, which is 
specially engaged in research on the direction of ASEAN's future development, 
has preserted a detailed report to the industry and commerce committee of the 
organization in Bangkok. The report puts forward 60 proposals, and one of the 
major contents is how ASEAN will develop its relations with China and the 
Soviet Union. 


The report points out that entering into dialogue with the Soviet Union and 
China will be good for ASEAN's effort to emphasize its policy of neutrality 
and, at the same time, it is also in keeping with ASEAN's wish to build 
Southeast Asia into a zone of peace, freedom, and neutrality and is of great 
Significance for the economic development of ASEAN nations. 


Meanwhile, according to the Indonesian press, ASEAN nations Indonesia, 
Malaysia, the Philippines, Thailand, Singarp>re, and Brunei have so far given 
no consent to the Soviet proposal for carrying on dialogue on economic issues. 
Some diplomatic officials of ASEAN nations in Kuala Lumpur believe that it 
might be difficult to carry out the aforementioned proposal raised by the 
group of experts because this would mean that ASEAN would drastically change 
its pro-Western policy that it has consistently pursued in the past 20 years 
since its founding. Especiaily taking into account its relations with the 
Soviet Union, including S.viet support for Vietnam on the Crembodia issue, 
ASEAN nations will be very unlikely to enter into dialogue with the Soviet 
Union before the Cambodia issue is settled. The obstacle to entering into 
dialogue with China is that so far Indonesia has not resumed diplomatic 
relations with China and Singapore will not establish diplomatic relations 
with China until Indonesia's resumption of diplomatic relations with China is 
achieved. 
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SOUTHEAST ASIA/PACIFIC INTERNATIONAL 


CPPCC CHAIRMAN TELLS MADAME SIHANOUK C¢ SUPPORT 
OWO050614 Beijing XINHUA in English 0626 GMT 5 Jul 87 


[Excerpt] Beijing, 5 Jul (XINHUA)--Deng Yingchao, chairman of the National 
Committee of the Chinese People's Political Consultative Conference, today 
reiterated China's firm support for the Kampuchean people's struggle to free 
their country from the foreign invaders. 


Deng made this remark at a weeting with Madame Monique Sihanouk, wife of 
President Samdech Norodom Sihanouk of Democratic Kampuchea, who had earlier 
seen the Kampuchean Army and people at battlefronts and visited Thailand and 
Malaysia, as senior representative of Samdeclh Norodow Sihanouk. 


Deng said that China supports Kawpuchea because it is suffering from the 
foreign invasion and China ic for justice. Moreover, she said, the two 
countries have deep-rooted friendship. 


She said, the ASEAN countries and many other countries want to see Sihanouk 
stay on as president of the Coalition Government of the Democratic Kampuchea. 
The world situation has become more favorable to the development of countries 
fighting for independence and sovereignty. 


All countries in the world that stand by justice support the struggle of 
Kampuchea and Sihanouk, she said. 


/9599 
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NEAR EAST/SOUTH ASIA INTERNATIONAL 


U.S. STEPS UP NAVAL ESCORT OPERATION IN GULF 
OWO31238 Beijing XINHUA in English 1224 GMT 3 Jun 87 


{"U.S. Steps Up Naval Escort Operation in Gulf (by Jian, Hony,)"--XINHUA 
headline] 


{Excerpts} Beijing, 3 Jum (XIMIUA)-——-The United States has etcpped up its 
naval escort preparations and Kuwaiti tankers [lying the Ascrican tlay will 
soon be operating in the Gulf protected by U.S. warships. 


Press reports also said that the United States will request that the Guif 
situation be discussed at the Vevice summit of seven Western nations opening 
on 8 June. 


Since 17 May when 37 American sailors were killed in aw lragi wissiic attack 
on the frigate Stark, the U.S. has been urging Western European allies and 
Japan to join the United States in a coordiusted action in the Gulf. 


The United States argued that it imports only 7 percent vf its oil trom the 
region, while Western Europe gets 30 percent of its oi] from there and Japan 
65 percent. 


But so far the U.S. requests for wilitary belv have been greeted coolly by all 


but Britain and the Netherlands. 


In another development, the Soviet Union has agreed, at the request of Kuwait, 


to lease three of its tankers to ship oil Lor Kuwait. Flyiuy, the tluy of the 
USSK and escorted by Suviet warships, the first of these tankers left a 
Kuwaiti port for Eurcpe on 10 May. 


The escort operations iu the Gulf by the Soviet Union and the United States 
have aggravated the tension in the rezioa and are closely observed by people 
concerned throughout the world. 
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NEAR EAST/SOUTH ASiA INTERNATIONAL 


PRC DELEGATE ADDRESSES UN PALESTINE CONFERENCE 
OWO82032 Beijing XINHUA in English 1754 GMT 8 Jun 8? 


[Text] New Delhi, 8 Jun (XINHUA)--China today reiterated its support for 
finding a just and comprehensive solution to the Palestine problem through 
peaceful negotiations. 


The root cause of the Middle East unrest “lies in Israeli expansionism and its 
conflicts with the Arab world," remarked Wan Guang, wember of the executive 
board of the International Studies Center of the Chinese State Council, wheu 
delivering a speech at the opening session of a 5-day United Nations seminar 
on the question of Palestine here. 


lie condemned the Israeli policies of aggression and expansion and bloody 
suppression of the Palestinia: and other Arab people in recent years. 


To find a just and comprehensive settlement of the Middle East issue, Wai 
stated, three principles wust be observed: First, Israel must withdraw its 
troops from all Arab territories it has oce pied since 1967 including Arab 
Jerusalem. Second, the national rights of the Palestinian people including 
the rights to establish an independent state should be restored. And third, 
all countries in the Middle East have the right te independence and survival. 


The Chinese delegate to the U.N. seminar also expressed support for the 
convening of a PLO-proposed international conference uader the auspices of the 
United Nations to solve the Middle East issue. 


But he cautioned that the proposed conference would not be successful unless 
the Arab countries and the PLO sneak in one voice and unless the Israeli 
authorities change their policies and make substantial concessions. 


/9599 
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NEAR EAST/SOUTH ASIA INTERNATIONAL 


EGYPTIAN PRESIDENT RECEIVES OUTGOING PRC ENVOY 
0W010144 Beijing XINHUA in English 0036 GMT 1 Jul 87 


[Text] Cairo, June 30 (XINHUA)--Egyptian President Husni Mubarak met here 
today with Wen Yezhan, outgoing ambassador of the People's Republic of China 
to Egypt. 


The ambassador once aeain conveyed an invitation from Chinese leaders 
Deng Xiaoping, Li Xiannian and Zhao Ziyang to resident Mubarak to visit China 
at a suitable time. 


Mubarak said that all the Chinese leaders are his respectable friends. He 
expressed gratitude to China for its consistent support to Egypt and other 
Arab countries. 


Mubarak said that he is eager to visit China and he has always closely followed 
China's achievements in reconstruction. 


The Chinese ambassador highly appreciated Mubarak's efforts in solving domestic 
economic problems and supporting the Palestinian cause and reactivating the 
Middle East peace process. 


He reiterated that the Chinese Government will continue to stand firmly by 
the side of the Arabs and the Palestinians. and cooperate with the Egyptian 
Government in its efforts to convene the proposed international conference 
for peace in the Middle East and to find a fair and comprehensive solution to 
the Middle East problems. 


/8309 
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NEAR EAST/SOUTH ASIA INTERNATIONAL 


SULTAN OF OMAN MEETS OUTGOLNG PKC AMBASSADOR 
OW111438 Beijing XINHUA in Enylisi: 1331 GMT 11 Jun &7 


[Text] Beijing, 11 Jun (XINHUA)--Sultan of Oman Sultan Sa'id Qabus said 
Wednesday he was quite satisfied with the smooth developwent of the relations 
between Oman and China, according to a report from Muscat, the Uwani capital. 


Receiving the outgoing Chinese Awbassador Guan Ziltwai at the tlay palace in 
Muscat, Sultan Sa‘id Qabus told Guan that he wished the friendly relations 
between the two countries would be further strengthened. 


The atmosphere of the reception was described as cordial and friendly. 
In the past few days, Ambassador Guan also paid furewell visits to important 


officials of Oman including Deputy Prime Minister for Vefense Aliuirs Suyyid 
Fahad biu Malnnvod al Sa‘id. [nawe as received] 
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WEST EUROPE INTERNATIONAL 


SHIJIE JINGJI DAOBAO ASSESSES THATCHER ELECTION 
HKO81032 Shanghai SHIJIE JINGJI DAOBAO in Chinese 25 May 87 p 13 
[Article by Liu Huihua (0491 1979 5478): "Bid for State Power in England"] 


[Text] The general election in Britain will take place on 11 June, but this 
year's intense publicity election campaign is somewhat different than before. 


First, the image of a leader with a human touch and gentle disposition has 
become increasingly important. A Gallup poll taken on political index last 
December showed Margaret Thatcher scored the most points for high efficiency 
in work, handling affairs in a decisive manner, and patriotic feeling, but her 
points for amicability and honesty were the lowest. For this reason, her 
political manager guided her to give up the conventional tactics of canvassing 
votes by launching an unbridled attack on her opponents but to concentrate on 
making herself more “gentle.” People have found that Margaret Thatcher, who 
is known as an iron lady, has time and again appeared on television programs 
that had nothing to do with politics, in an attempt to show the public that 
she is amicable and gentle and sometimes a lady of charm and wit. 


Second, a situation of three political partics entering into rivalry has 
appeared in Britain, where the typica!| bipartism system is adopted. A recent 
poll showed none of the three parties occupying a dominant position. 
Thatcher's conservatives gained a support of 37.5 percent, the alliance of the 
Social Democratic and Liberal Parties increased to 31.5 percent, and the Labor 
Party decreased to 29.5 percent. It can thus be seen that the alliance of the 
Social Democratic and Liberal Parties for the first time gained the upper hand 
over Labor. What is most spectacular is that in only a month, the alliance of 
the Social Democratic and Libera] Parties increased by 10 percent. This has 
shaken the stable bipartism system composed of the Tories and the Labor Party 
which was introduced to Britain after World War II and probably some dramatic 
changes may take place in the coming general election. Such a situation 
indicates that none of the three parties will occupy a dominant position in 
parliament. Therefore, some people believe the Tories and the alliance of the 
Social Democratic and Liberal Parties may form a coalition government. 


Third, the Tory government appears better than ever. Margaret Thatcher is 
expected to win a third term in office, a goal no British leader has attained 
this century. Margaret Thatcher has made the people of a nation having a 








difference of opinion receive a new couservative policy; more important, sie 
has revised the rules tor British political and economic life through her 
image of a conservative. This pruves that she is a greut master of factional 
struggles and nas forced the left-wing Labor Purty back on the defensive. 
Eight years ago, Margaret Thatcher became the first woman who assumed the 
power to run the country, sle will provably be crowned with eternal glory us 
one of the most powerful prime ministers in Britain. 


/9599 
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WESTERN HEMISPHERE INTERNATIONAL 


BAN YUE TAN PROFILES NICARAGUA'S ORTEGA 
HK240242 Beijing BAN YUE TAN in Chinese No 9, 10 May 87 pp 60-61 


[Article by Guo Fengshan (6753 7364 1472): “Ortega, Man of the Hour in Latin 
American Political Arena™] 


[Excerpts] When this mustached middle-aged man wearing black rimmed 
eyeglasses strolls the streets of Managua with his two young sons, you can 
hardly tell that he is the powerful president of a state. tHe wears no 
official ribbon, carries no gun, and does not ride an expensive car. Were it 
not for the security personnel lurking behind him, you would think that he was 
just another ordinary citizen. 


Ortega grew up with the revolution led by the Sandinista National Liberation 
Front. He was elected president of Nicaragua in 4 November 1984 and assumed 
office on January 1985, becoming one of the youngest presidents in Latin 
American countries. 


An unassuming and approachable person, Ortega has for years consistently 
maintained a unique and novel working method in his country, called "facing 
the people." Unless there were extraordinary events, he visits various parts 
of the country every Saturday and conducts individual direct dialogue with 
people of every strata in order to understand their difficulties and demands, 
ask for their opinions about the government's work, and to provide concrete 
answers as well as resolve problems. As a president, he leads a simple life 
Style, and often drives his own car--an ordinary jeep--when he goes out. Over 
the years, he has visited 16 provinces in the country's nine major regions. 


Ortega's domestic and foreign policies are as follows: to consolidate the 
peopie’'s power to enable people of different strata the possibility to take 
part in pluralistic politics and mixed economy; to defend the state's 
sovereignty, arm and organize all people; strengthen internal forces so as to 
guarantee the people's security; to implement an international policy of 
dignity and non alliance, and continue the pursuit of peace in Central 
America; to consolidate the development of an independent economy. 


After China and Nicaragua established diplomatic relations in December 1985, 
President Ortega and his wife paid a 3-day official state visit to Beijing in 
September 1986 upon invitation of President Li Xiannian. He was the first 
Central American head of state to visit China. During this visit, Deng 
Xiaoping, Zhao Ziyang, Li Xiannian, and other party and state leaders held 
separate meetings with Ortega. 


/9599 
CSO: 4005/828 
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FINANCE, BANKING ECONOMIC 


PRICE REFORM TO KEEP DELIBERATE PACE THIS YEAR 
Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 9, 9 Mar 87 p 18 


{Article by Lao Zhang [0525 4545]: "National Conference on Price Reform 
Decides To Keep Cautious Approach"] 


[Text] Xue Muqiao [5641 2550 2890), the well-known Chinese economist, has 
pointed out in an article that rational pricing is an important condition for 
coordinated economic development in China and that price reform holds the key 
to the success of all-round economic reform. 


As we all know, although the government committed itself to the achievement of 
balanced economic growth as early as the Sixth 5-Year Plan, the results were 
not entirely satisfactory. And an unsound price system has only encouraged 
the lopsided development of the Chinese economy. 


Thus price reform is inevitable. Yet experience demonstrates that price 
reform is an extremely complex and daunting task, made all the more difficult 
by the loss of control on the macroeconomy in late 1984 and early 1985. Is 
total social demand expanding? How effective is our capacity for indirect 
regulation and control? Can citizens balance incomes with expenditures? Is 
society prepared psychologically to cope with price reform? These are the 
external conditions that will decide whether or not price reform will succeed 
in China. China, therefore, is determined to persevere with reform, make 
comprehensive plans, and advance steadily. It combines decentralization with 
regulation to maintain the basic stability of market prices and ensure a good 
market order. 


Exploring Ref srm 


Price reform in China in recent years has had notable achievements. As noted 
above, price reform is a long-term task, not something that can be worked out 
in 2 or 3 years. The Chinese government takes a very cautious attitude and a 
deliberate approach toward price adjustment. It reviews the situation after 
making every single step to ensure that reform proceed smoothly. Analysts 
believe that like the overall economic situation in the nation, the current 
price scene is favorable and market prices are quite stable. The price index 
would not exceed the targeted level in two-thirds of the nation’s provinces, 
municipalities, autonomous regions, and cities with province-level economic 
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decision-making authority, and would be lower than the projected level in the 
remaining one-third. Nationwide the price index will rise more slowly than 
the increase in the earnings of the masses. On account of rising production, 
standards of living will continue to improve. This positive situation has 
enabled the national economy to continue to develop in a coordinated way. 


Analysts’ projections call for improvements in domestic market supply this 
year compared to last year, an even more active market, and continued price 
stability. 


A survey of the price reform situation in China in the past 2 years shows that 
price reform has largely succeeded. Essentially price reform consists of the 
following: deregulating the prices of pork, vegetables, and other live fresh 
non-staple foods; adjusting the purchase and sale prices of grain in the 
countryside, and raising short-haul rail freight charges. 


In general, price reform is proceeding in the right direction. It has gone 
off to a good start and has been instrumental in stimulating production, 
invigorating circulation, enlivening the market, and making life easier for 
the masses. 


Market Prices Would Remain Stable this Year 


How to maintain price stability amid price reform is a critical issue of great 
concern to the State Council. Price reform must take into consideration the 
capacity of every party to absorb price increases. It must proceed 
Systematically in accordance with a plan, one "small step" after another. It 
was decided at the national working conference on price reform just concluded 
that price reform should continue to move ahead slowly this year and eschew 
drastic moves. A top priority is the maintenance of the basic stability of 
retail prices. Only a handful of glaringly unsound prices which have affected 
economic structural reform and production adversely should be adjusted step by 
step as appropriate through a combination of decontrol and regulation. This 
principle should be firmly adhered to this year. 


To maintain basic price stability on China's markets this year, the central 
government as well as local authorities have taken a series of price reform 
measures in recent months: 


1. It remains part of national planning to determine the extent to which the 
national retail price index should rise on the average for the year. Toward 
that end, a number of measures have been adopted: strengthening and improving 
macroeconomic control on economic work; curbing the scale of investment in 
capital construction, firmly cutting back on over-investment, and strictly 
controlling the money supply in accordance with the principle of balancing 
total supply with total demand. Funds required by certain reforms would be 
raised by increasing government revenues and tapping funding potential in 
society, among others. In addition, a campaign would be launched to increase 
production and cut costs, raise earnings and trim expenditures. 


2. The movements of retail prices under official management should be strictly 
controlled this year. All sectors and localities concerned must not jack up 
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prices wilfully. If necessary, the government should alsc put ceilings on the 
prices of grain purchased by the state through negotiation, the retail prices 
of non-staple foods in big cities, and the prices of certain above-quota means 
of production. The scope of price decontrol must be stringently limited, as 
must the kinds of commodities with floating prices and the extent to which 
their prices are allowed to float. 


3. Efforts should be made to do a good job in the production of non-staple 
food and regulate surpluses and shortages to prevent prices from being forced 
up and panic buying. State-owned businesses must improve operations and 
management and lower circulation costs. The supply of large-scale commodities 
closely related to the daily life of the people, like pork and vegetables, 
should continue to be controlled and regulated to hold down market prices. 


4, An intensive price investigation should be launched to firmly stamp out 
indiscriminate price increases and arbitrary charges. The State Price Bureau 
recently convened a conference specifically on price supervision and 
inspection which demanded that indiscriminate price rises and arbitrary 
charges be sternly dealt with. The pricing practices of agricultural trade 
fairs and peddlers must be more closely policed. Individual peddlers wno 
violate price policy should also be investigated and punished. The vice mayor 
of Beijing recently led price inspection personnel on a tour of the capital's 
streets and alleys to inspect the price situation. 


5. Other price stabilization measures include keeping the prices of grain and 
oil rationed among the residents of small towns and maintaining vegetables 
prices largely unchanged. 


6. Individuals who wantonly fabricate rumors of price rises to confuse the 
public and disturb market prices must be dealt with as the law provides. 
People's governments at all levels have already asked the public to expose and 
denounce lawless elements. 


7. State agencies in charge of prices, taxes, and industry and commerce, and 
the judiciary must cooperate closely and apply economic, legal, and 
administrative tools in a coordinated way to ensure a sound orderly market. 


It is believed tiiat no sharp price fluctuations will occur and prices will 
remain largely stable this year because the national economic situation has 
been getting better and better in recent years, there are adequate stocks of 
such major consumer goods like grain, pork, and cotton, the output of durable 
consumer goods has been expanding appreciably, the state has in hand important 
economic tools to stabilize prices, and because the "go-slow" idea is being 
followed. This is essential to building up the momentum for agricultural 
development, intensifying the vitality of enterpiises, stabilizing people's 
livelihood, and consolidating a stable united political situation. 


12581 
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FINANCE, BANKING ECONOMIC 


NATION STEPS UP TAX REFORM 


Beijing LIAOWANG [OUTLOOK] OVERSEAS EDITION in Chinese No 8, 23 Feb 87 pp 15- 
16 


[Article by Li Shuzhong [2621 2885 1813]: "Past and Future of Tax Reform"] 


[Text] As economic reform gets under way steadily, taxes also appear in all 
types and forms. At present, there are 24 miscellaneous taxes in China. How 
should we deal with the phenomenon of "tax proliferation" which has been the 
subject of much discussion among people at home and abroad? This reporter 
recently interviewed Director Jin Xin [6855 9515] of the General Tax Bureau of 
the Ministry of Finance. Tne financial expert explained that tax reform and 
the increase in the number of taxes are intended to promote the development of 
a planned commodity economy and adapt to the current coexistence of a 
multitude of economies and business forms. 


The New Multi-Tax System 


Because national capitalism and several economies, including private economy, 
continued to exist in the first years after the founding of the new China up 
to the late 1950's, the government adopted a multi-tax system characterized by 
a variety of taxes and multiple levies to revive and develop the national 
economy. In the next 2 decades and more, however, the tax system was 
Simplified lopsidedly as taxes were amalgamated. The number of taxes was 
reduced time and again, resulting in a single tax system under which state- 
owned enterprises had to pay only one tax, the incustrial and commercial tax, 
and collective enterprises, the industrial and commercial income tax in 
addition to the industrial and commercial tax. In the process the scope of 
operation of taxes in the economic arena was severely circumscribed, its 
function as an economic lever much weakened. It became merely a means of 
raising revenues for the government. 


After the new Chinese leadership put forward the policies of domestic economic 
invigoration and opening to the outside world in the late 1970's and early 
1980's, the national economy has undergone profound changes. In both urban 
and rural areas, the collective economy sprang back to life, the individual 
economy grew rapidly, state-owned enterprises began exploring for ways to 
separate ownership from management, and commodity production and commodity 
circulation also became energized. As far as business formats are concerned, 
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there has been an explosion of lateral economic associations, manifesting 
themselves variously as joint enterprises, specialized companies, and holding 
companies, ete. A host of Sino-foreign joint ventures, Sino-foreign 
contractual joint ventures, and wholly foreign owned enterprises has sprung up 
in China. This series of changes objectively required the urgent creation of 
a compatible tax system. 


It was against this backdrop that China began tax reform. Since 1980, the 
government has successively formulated income tax laws for Sino-foreign join 
ventures, for individuals, and for wholly foreign owned enterprises to meet 
the increasing needs of foreign economic intercourse. In 1983-84, the 
government adopted the taxes-in-lieu-of-profits system with regard to state- 
Owned enterprises under which the latter would pay income taxes to the state 
instead of turning over profits, a departure from the past when the more 
profits an enterprise made, the more money it turned over. When it made no 
profits, it did not have to submit anything, and when it ran up losses, these 
would be covered by government subsidies. It was a system of "eating out of 
the common pot." Tax reform was accompanied by a total overhaul of the 
industrial and commercial tax. To accumulate construction funds and regulate 
and control the macroeconomy, the government instituted 11 taxes, including a 
product, tax, a value-added tax (VAT), and a sales tax. Later, to regulate 
incomes and distribute the tax burden, the government also promulgated three 
sets of provisional regulations pertaining to the income tax of collective 
enterprises, of individual urban and rural industrial and commercial 
households, and of individuals, respectively. During this period, it also 
imposed a special oil tax, a building tax, a bonus tax, and a wage regulation 
tax on state-owned enterprises. 


In the wake of these reforms, China's tax system, formerly an over-simplified 
affair, has been transformed into a multi-tex system dominated by circulation 
taxes (including a product tax, a VAT, and a sales tax, which are imposed on 
various links in the process from production to sale) and income taxes. 


Preference--A Major Characteristic of Taxes on Foreign Business 


Tax reform made its debut with the establishment of a tax system for foreign- 
owned businesses. To create conditions for foreign investors, China had 
signed agreements avoiding double taxation with 16 countries by late 1986. 
Eleven of these agreements have gone into effect. 


By last October China has absorbed $5.9 billion in foreign investment 
(excluding foreign loans) and approved the establishment of 7,300 enterprises 
of all kinds involving foreign capital. The rudiments of an open framework-- 
"special economic zones--coastal opened cities--interior"--that pushes inland 
from the coast are now in place. Correspondingly, China has also introduced 
preferential taxes for foreign-owned businesses. These preferential taxes 
vary from locality to locality and are levied in a targeted way at a number of 
levels. An overview of them shows that they generally occur in four areas: 

--to encourage foreign businessmen to invest in China to set up enterprises. 
Wholly foreign-owned enterprises fall under a five-bracket progressive income 
tax system ranging from 20 to 45 percent, while Sino-foreign contractual joint 
ventures are taxed at 30 percent. Foreign-owned enterprises of a production 
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nature in the four special economic zones, the economic and technical 
development zones in the 14 opened coastal cities, and on Hainandao are 
offered even more preferential tax rates as they are required to pay income 
taxes at only 15 percent. Export-oriented enterprises and foreign-owned 
enterprises applying advanced technology enjoy other new preferences. Sino- 
foreign contractual joint ventures in harbor construction all pay income taxes 
at a flat rate of 15 percent. Those with a contractual period exceeding 15 
years are exempt from income taxes in the first 5 years and will pay taxes at 
7.5 percent from the sixth to the tenth years. 


--to encourage foreign investors to expand and increase investments. Fixed 
assets resulting from investments are entitled to accelerated depreciation in 
order to speed up return on capital. 


--to encourage foreign businessmen to provide Chinese enterprises with funds 
and transfer technology. Foreign banks are exempt from paying taxes on 
interest on the loans they extend to Chinese state banks at discount rates 
which international banks charge one another. An income tax rate of 10 
percent is applicable to loans, advances, and deferred payments made by 
foreign enterprises to Chinese companies under credit or trade agreements 
Signed before 1990, as well as to rental expenses minus the costs of equipment 
in the case of compensation trade during the duration of the contracts. 
Foreign enterprises also have to pay income tax at the rate of 10 percent on 
use fees for supplying Chinese enterprises with specialized technology in such 
fields as agriculture, scientific research, energy, communications, and 
transportation. Where advanced technology is offered to China on favorable 
terms, income tax is not payable. 


--to encourage export-oriented production and export-oriented processing. 
Apart from crude oil, refined oil, and other products for which separate 
regulations exist, products manufactured for export by foreign-owned 
enterprises are all exempt from the industrial and commercial tax. Raw 
materials, spare parts, and equipment required by Chinese enterprises to 
process or assemble imported materials or to carry cut compensation trade on a 
Small or medium scale under contract are all exempt from tariffs and the 
combined industrial and commercial tax. 


According to Director Jin Xin's analysis, tax preferential treatment for 
foreign businessmen in recent years is unprecedented in *he history of the 
People's Republic in terms of number and scope. It has attracted the 
attention of large numbers of foreign investors and reflects the sense of 
urgency China feels about opening to the outside world. 


"Replacing Profits with Taxes" in Two Steps 


Another important part of tax reform is the application of the "taxes-in-lieu- 
of-profits" system to state-owned enterprises. 


In a nutshell, "taxes-in-lieu-of-profits" means that instead of turning over 
profits to the government, state-owned enterprises now pay income taxes. This 
reform is a significant breakthrough in the distribution relations between the 
state and enterprises. Previously enterprises were required to turn over all 
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profits realized. If they were unprofitable, they did not have to turn over 
anything, and should they incur losses in their operations, they would be 
covered by government appropriations. Meanwhile, enterprises depended on the 
government tor the funds needed to finance production development, 
technological transformation, and worker welfare. Clearly this distribution 
method smacks strongly of the supply system and the egalitarian "big pot." 
Enterprises had no autonomy or vitality. Nor did they come under much 
pressure. 


Phase one of the "taxes-in-lieu-of-profits" plan was implemented nationwide 
beginning in the latter part of 1983. Under the plan, state-owned enterprises 
were required to pay income taxes to the government at 55 percent. This 
— paid off instantly: Government revenues climbed steadily in 1983 and 
1954. 


Phase two of the plan was carried out in October 1984. Simultaneously the 
industrial and commercial tax system was also overhauled: the original 
industrial and commercial tax was split into a product tax, a VAT, a sales 
tax, and a salt tax, which were joined by a resource tax and several local 
taxes. In addition to income taxes, large and medium-sized enterprises were 
also required to pay a regulation tax on the profits they retained. Small 
enterprises must pay progressive income taxes from the eighth bracket up. 
This way enterprises’ only obligation is to pay taxes, not turn over profits, 
and the distributicn relations between state and enterprises are legally 
defined. The more productive an enterprise is and the greater its profits, 
the more the government collects in revenues and the enterprise and its 
employees receive in earnings; the system operates to the satisfaction of all. 
Practice proves that this reform works. In 1985, the after-tax profits of all 
kinds of state-owned enterprises amounted to 46 billion yuan, up 32 percent 
over 1984. Government revenues also rose substantially in the same period. 


In addition, individual industrial and commercial households have grown apace 
in both urban and rural areas over the last few years. Most individual 
households earn more than institutional cadres and university professors, with 
some making tens of thousands of yuan, even over 100,000 yuan a year. To 
prevent income gaps from getting too wide, the government last year announced 
provisional income tax regulations setting up a 10-bracket progressive income 
tax system for urban and rural individual industrial and commercial 
households. Households with annual incomes below 1,000 yuan fall into the 
lowest bracket; their income tax rate is 7 percent. Those making more than 
30,000 yuan annually belong to the highest bracket and are taxed at the rate 
of 60 percent. Compared to collective enterprises, the tax burden of 
households with annual earnings less than 1,000 yuan is 3 percent lighter, 
whereas household with annual earnings of 5,000 yuan are on a par with 
collective enterprises as far as income tax burden is concerned. Households 
with incomes exceeding 10,000 yuan bear a tax burden 4 percent heavier than 
that on collective enterprises. 


Targeting the tax evaders among enterprises and individuals, the State Council 
promulgated the "Provisional Regulations for Tax Collection" in April last 
year which require tax evaders to pay up what they owe in taxes by a specified 
time and impose on them a fine up to 5-fold the amount of tax arrears. When 
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they fail to pay by the date specified, an overdue fine will be charged to be 
caiculated at the rate of 5 percent of the unpaid taxes daily. This somewhat 
follows the idea of "light taxes, heavy penalties." 


Proposals for the Next 4 Years 


Director Jin Xin also explained to the reporter the basic philosophy behind 
tax reform before 1990. Tax reform must revolve around enterprise 
invigoration, the improvement of the market system, and the establishment of 
an economic management system based on indirect control. Tax policy must be 
put to proper use to ensure steady increases in government revenues. The tax 
burden must be fairly distributed even as competition is encouraged. 
Industries and enterprises of all kinds must be steered into a direction 
suited to social needs. Income distribution among the state, collectives, and 
individuals must be regulated rationally and the total volume and structure of 
social demand must be regulated and controlled. 


Based on this underlying philosophy, tax reform must achieve the following 
tasks to begin with: 


1. Adjust product tax rates and gradually implement the VAT. Product tax 
rates siould be adjusted both upwardly and downwardly in accordance with price 
reform. The scope of the VAT should be enlarged as much as possible with a 
view toward regularizing the tax gradually. 


2. Put the enterprise income tax on a sound footing. The several existing 
enterprise income taxes should be combined and simplified for eventual 
incorporation into one tax. Not only will such a move promote tax 
simplification and fairness, but it will also be consistent with usual 
international practices. 


3. Broaden resource tax. In the future a resource tax should be levied on all 
enterprises which develop national resources, with the tax rates varying 
according to the conditions of the resource concerned (reserves, grade, 
transportation, etc.) Preparations are under way for this. 


4. Taxes should be used as a tool to regulate personal income and consumption. 
5. Expand the scope of the local tax as appropriate. 


12581 
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FINANCE, BANKING ECONOMIC 


VHOPLE’S CONSTRUCTION BANK TO ISSUE BONDS 


HK290915 Beijing CHINA DAILY (BUSINESS WEEKLY supplement) in English 29 Jun 87 
pl 


{By staff reporter Sun Yhou Geng] 


|Text] The State Council and the People’s Bank of China have authorized thc 
People’s Construction Bgnk of China to issue bonds this year to aid the 
country’s economic development. 


In addition to a 1-billion yuan financial bill issue, the bank this year will 
also issue kcey-project and enterprise bonds on behalf of the Ministry of 
Finance and user enterprises respectively, a bank official said. He declined 
to reveal their total amount. 


Except for the financial bills amd 3 billion yuan worth of enterprise bonds 
issued in mid-June, the bank plans to issue all] its bonds starting in the 3d 


quarter. 


"Preparations have been under way for along time in order to make the issucs, 
the first. of their kind in the bank’s history, a success,” the official said. 


He suid money raised threugh the financial bills and bonds would be uscd as 
specia] plans. They will aim at applying the finishing touches to projects 
that have had some costs slightly overrun. They will also aid production of 
markctable goods and/or ex port-oricnted production and will assist state 
planned projects whose budgets have been affected by subsequent price hikes 
and changes in cxchange ratcs. 


He said the financial bills, which have a period cf 2 years and an annual 
interest rate of 10 percent,, are being sold only to individuals. But only 
500 million yuan of the total key-project bonds will be sold to individuals. 
The bonds will mature in 3 yenrs, with an amual intcrest rate of 10.5 
percent. the Ministry of Finance has decided to exempt individual buyers from 
taxes on intcrest. 


"There is no lack of enthusiastic individual buyers,” the official said, 
adding that many cities including Beijing, Shanghai, Xi’an had already sold 
out the bills. 
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By 15 June, 67.8 percent of the | billion yuan worth of financial bills had 
been purchased across the country as well as 97.8 percent of the 500 million 
yuan in key-project bonds. 


“We have done better than expected in both cases,” the official suiii. 
Judging by current sales, he said his benkh would not. have much difficulty 
selling the other bonds despite the fuct uo tndividuals would be clirible to 
buy them. 


The rest of the hey- project bonds and all the enierprisc bonds vwili be issued 
Lo business’and institutions. The various terms and rates, will be lonecr and 
Jower than for those issued to individuals. 


As a bonus, buyers of cnterprisc bonds, which the bank hus issucd or will 
issue for clectricity, petrochemicals. metal products amd note ferrous metals, 
will be able to buy the respective products, which are in short supply. 
However, they will have to buy 10,000 yuan or more worth of bomls. 


In the case of the enterprisc bonds for the petrochemical industry, purchasers 
will be able to bus 5 tons of dicsel oil and © tons of stusoline for cach 
10,000 vu worth of bonds. 


Such measures are designed to offset an interest rule disedvantuse. the 
petrochemical bonds have a tem of 3 vears wilh an annual interest rute of 5.4 
pereent. 

The: official suid that since the bank’s cost for the bills ual bomis ure 
rather high, it will Jend the prowceds to the enterprises conceried at a 
higher rate of interest. Tt wild nol issue sceuritics until it Pimls oud 
enterprises and projccts. 


"We want lo ensure maximum Cconomic results,” he suid. 


CSO: 4620/233 
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FINANCE, BANKING ECONOMIC 


VALUE OF RETAIL SALES IN APR 45.32 BILLION YUAN 


HK290918 Beijing CHINA DAILY (BUSINESS DAILY supplement) in English 29 Jun 87 
p 3 


[Text] The total volume of retail sales cam to 45.32 billion yuan in April, 
an increase of 17.1 percent over April 1986, according to the State 
Statistica] Burcau. 


ln its monthly release, the burcau reported that consumer sales value reached 
38.35 billiom yuan, an increase of 16.4 percent, of which 33.93 billion yuan 
worth of gvods were sold to individual purchasers. It said agricultural 
productive goods enjoyed brisk sales of 6.97 billion yuan, 21 percent higher 
than the same month last year. 


Retail sales by state-owned businesses accounted for 38.9 percent of the 
total, or 17.65 billion yuan, an increase of 16 percent. 


Sules of collectively owned businesses accounted for 37.4 percent, or 16.97 
billion yuan, an increase of 15.7 percent; those of privately umed businesses 
were 16.1 percent, or 7.31 billion yuan, an increase of 19.8 percent and those 
of joint ventures were 0.3 percent, or 140 million yuan, an increase of 27.3 
percent, 


Retail sales by farmers to urban residents comprised 7.2 percent of the total, 
topping 3.25 billion yuan. This was a 25 percent increase. 


The bureuu also reported that about 2.2 million tourists travelled through 
China in April, an increase of 3.4 percent over the same month of last year, 
of whom ubout 150,000 (6.8 percent) were foreign tourists, an increase of 31.3 
perecnt. 


Jupanese tourists numbered about 41,000 an increase of 24.2 percent over April 


of last year, followed by the United states, with 28,300 people, an increase 
of 32.9 percent, and Britain with 8,400 people, an increase of 15.1 percent. 


/12232 
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FINANCE, BANKING EC ONOMTC 


WORLD BANK LOANS CITED IN RURAL ANHUI DEVELOPMENT 
OW2Z10844 Beijing XINHUA in English 0709 UMf 21 Jun 87 


[Text] Hefei, 21 June (X1NHUA)--Improved soil. increased yields and a higher 
living stamlurd for loca] furmers are the bem fits beinue reaped by Auhu 
Provinee thanks to Joans from the World Rank. 


Since 1983, the province hus improved 40,000 hectares of sumd Curmlumd ta 
Mengcheng, Guoyvang aml] Suixi Countics in northern Auhui, by using J5 million 
(>S> dollars in interest-free Jlownus fram the World Bank. Northern Anhui’s 
Huabei plain has 667,000 hectares still unsuitable for furming. 


The Anhui government has carmarhed 55.25 million vuan (14.9 mittiiou U.S. 
dollars) for these lund improvennt programs, a provincial of ficial umounced, 
"which is part of an overall] agricuilucal project, funded by loreivn cupital, 
to improve the vorth Chinu plain.” 


Afier cormhae-ling surveys in Anhui, World bank rcopresentatives amt local 
officials decided to focus the program on improving soil amd irvivution 
conditions in these three counties by didgcing ditches, planting troc., 
building pumping statious, and promoting animal husbumxlry. 


Since 1983, lownl farmers hove duv 6,000 hilometers of ditches, beveded 17,000 
hectares of luni, sct up 246 pamping stations wal construction (55 hiloueters 
ow rowks, the official suid, addius that by planting trees uleme ditches ata 
roads, am] around houscs and ficlds, u checkerbourd pattern of eroeuery now 
cAists on the plain. 


Local farmer harvested 230,579 tons of «rain from improved Piclits lust scar, 
an increase of 130 percent over 1983, while per cupita druin output lust year, 
in the areas fuaded under the loans. aver 800 hilvgrum, « 15 percent 
increase over 1982. 


Rural residents saw per capita invume climb 330 percent to 4560 yume since 
1982, und many familics have becn able to build uew brich- unl tile house::, und 
buy TV sets, tape recorders or motor vehicles. 


Thanks to the projects, organic matter content of the soil hus some up form 
0.95 percent to 1.38 porvent, and forests now cover 11.75 poereont of the total 


land arca in the zone, compared with only 5 percent 5 vears age. 
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the of ficial cited Niaowan Village in Menecneng Couniv as pacesetter 
inelfPicientiyv using World Bank Jowrs to improve the soil. The village’s erain 
ovipul ais uow & Limes higher aml inc captta ticom: 6 tunes higher than in (@&82 
figures. Animal husbandry now accounts for si percent of the village’s 

ep adeurLiustad Urea. 

Toe ensure the success of the tim imerovement weoxrcm, proviacial and count cy 
authoritics bave set up offices co handle the World Bank loans, the of ficial 
suid, addian: the program bos tact success fut becuuse of tight Loan control cnx 
sound cooperation between World Bank representatives and jucal officials. 


heerle! Banh rmopeescmtatives will visit Andi this auleuan to cvataube the soil 
tmprovonentl progrums. 


{185.2 


(SO: 40210/23. 
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lINANCE, BANKING ECONOMIC 


GUANGZHOU CITIZENS ATTEND FINANCIAL COURSES 
OW172253 Beijing XINHUA in English 1719 GMT 17 Jun 87 


[Text] Guangzou, 17 June (XINHUA)--With the dcepenine of China’s financial 
reform and increasing contacts with the outside world, u drive to spread 
financial knowledge is underway in this south China port city of Guangzhou. 


A short-ters coursc on how to raise and accommodate funds and avoid exchange 
rate risks, which opened recently, received applicants double the number 
expectod, according to an organizer. 

"We had planncd to cnroll 200 people, but we received 560 upplications," said 
the organizer. "We have to revise our plans. Bvt to ensure teaching quality, 
we decided to take in 480 organizcd into two classes.” 


Most. applicants were managers or tradc officials from loca] state enterpriscs, 
comecrcial centers and joint ventures throughout the province. 


"T now know that. finances are not just the business of banks, they’re also 
important to enterprises,” said one trainec. 


"I felt it hard to be cegual to my job without mastcring the ABC of finance," 
said a section chicf of the Guangdong Arts and Crafts Import and Export 
Company which has sent 10 people, including the manager und heads of various 
scctions to receive training at the short-tcrm course. 


These urc only a tiny part of the people cager to lap up thcir financial 
knowledge. Many other factory and trade officials in Guangdong have learned 
about. finances at colleges or universities or by themselves or by inviting 
university teachers, rcseurchers and bank clerks to give lectures. 


Credit men are the most wanted persons in enterpriscs. This is because they 
can bring them not only Jeans but also financial knowledge. Factory directors 
and managers havc become the most failhful audience of the radio and TV 
program on forcign exchange rates. Books on finances havc become best 
sellers. 


"Tn the past factory directors had no decisionmaking powcr, so they didn’t 
have to worry about marketing products, Jet alone raising funds for expansion 
or issuing bonds with surplus money," said Vice Governor Yu Fei. "It is 
natural that factory directors knew little about banking." 
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tart thus. comeopl hus been changes. tutcerprises do net oniy have the power to 
decide what to produce and how to market their products but ulso to raise and 
ins Punds. 


ln recent voaurs, more than 1,000 onterprises in the provinec have issued bonds 
or stocks worth 700 million vewwi. State banhs also lbeean offering services of 
commercial bill acceplonce aml Giscout and recdiscout morteate doues and 

Teas tit. 


Fer rellitiews. more than B00 enterprises have beem given the pawoer to hamile 
thet ol daports. cad osports oml, therefore. the run of the internat ional 
tothe to orueb ehamges ae CNet nates are vitnl be theie businesses. 


i yer ryer 
r) or as 
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FINANCL, BANKING ECONOMIC 


FINANCIAL SERVICES SECTOR DEVELOPS IN SHANGHAI] 
OW210800 Beijing XINHUA in English 0744 GMT 21 Jun 87 


[Text] Shanghai, 21 June (XINHUA)--Financial consultations and alternate 
scrvices offered by various banks in Shanghai have involved 20,000 workers of 
this city. 


"Competition has brought about a rational setup between those banks and 
enterprises and adds vitality to the local economy," said Li Xiangrui, general 
wanager of the Communications Rank of China. 


Shanghai branch of Industrial and Commercial BAnk of China, which formerly had 
& monopoly on urban savings deposits, has started services in foreign 
cxchanges which were previously exclusively handled by the Bank of China. 


Since China started to undertake its monetary reform in 1986, four Sino- 
foreign joint leasing companies, five municipal credit cooperatives, three 
trust. or insurance and investment corporations, und one multi-function bank 
and its branches have been set up in Shanghai. 


While the Agricultural Bank provides urban cnterpriscs insidc shanghai with 
funds by issuing savings certificates, the Bank of China has opencd savings 
services in renminbi and the Construction Bank has played the role of 
investment bank, the communications bank financial services in general. 


The Shanghai branch of the Communications Bank reccived over 700 industrial 
and comercial cntcrprises and accepted deposits totalling 700 million yuan 
(189 million U.S. dollars), offered a loan worth 600 million yuan and lent 300 
miJlion yuan to other banks. Other services involving settling accounts in 
foreign exchange ure also available. 


Sixteen Chinese and foreign financial institutions are cngaged in foreign 
exchanges services of various forms. Ten pustal deposit centers have becn 
opened to provide services in foreign currcncics in Shanghai. 


By the end of April savings deposits in Shanghai were 10.64 billion yuan, an 
increase of 1.6 billion yuan over the end of last year. 


Many banks have installed computcrs to meet the intense competition. 
"Widening bank services is aimcd at starting all-round competition inside 
financial institutions," said a finanm-:ial official. 
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FINANCE, BANKING ECONOMIC 


BRIEFS 


XIZANG STARTS INSURANCE BUSINESS--Lhasa, 21 June (X{NHUA)--The insurance 
company of the Tibet Autonomous Region has concludcd transactions valucd at 
2.15 million yuan since it was set up on | March. The company is now 
conducting business on property and life insurance. Over 30 enterprises, 200 
families and 1,600 motor vehicles have bought insurance policics and 420 
million yuan worth of propertics are covered. The transport of Tibet suffered 
a loss of 3,000 yuan in an accident early this month and the insurance company 
compensated its losses. [Textj [Beijing XINHUA in English 1420 GMI 21 June 
87 OW] /12232 


FUJIAN INVESTMENT BONDS--Fuzhou, 24 June (XINHUA)--The Fujian ([nvestment 
Enterprise Corporation in south China’s Fujion Province issucd 10 billion 
Japanese yen worth of bonds today in Tokyo. The interest rate on the 10-year 
bonds is 4.8 pereent a year, and funds raised from the sales will be used for 
loans to fund key provincial projects and technological transfer, Chima has 
already issued bunds in Japan 14 times in a bid to collect foreign capital for 
Chinese key construction projects. [Text] [Beijing XINHUA in English 1453 
GMT 24 Jun 87 OW] /12232 


WORLD BANK APPROVED LOAN--Lanzhou, (CEI)--The World Bank has just approved a 
loan of 170.5 million U.S. dollars for northwest China’s Gansu Province. 
According to the Loan agrcement, 150.5 million U.S. dollars of the loan is 
interest free. The Loan, to be paid out on 1 July, will be used in provincial 
development projects in agriculture, water conservation, education, small 
local enterprises and Light industry. Of the loan, 130 million U.S. dollars 
are earmarked for agricultural and water conservation projects, including an 
irrigation project using the Dutong River, which will benefit. Guanchunn River 
basin in the Dingxi Prefecture. [Text] [Beijing XINHUA in English 0549 GMT 
29 Jim 87 OW] \12232 
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INDUSTRY ECONOMIC 


CHINA'S PETROCHEMICAL OUTPUT INCREASES 
0W021300 Beijing XINHUA in English 1019 GMT 2 Jul 87 


[Text] Beijing, 2 Jul (XINHUA)--China's petrochemicals industry achieved a 
steady increase in output value, profits, taxes, and total sales in the first 
half of this year. 


According to an official from the China Petrochemical Corp., in the first 6 
months, China's petrochemical output value was 17.8 billion yuan; and profits 
and taxes, 8 billion yuan and 22.37 billion yuan, respectively. These 
amounted to increases of 12 percent, 7.4 percent, and 17 percent over the same 
period of last year. 


By the end of June, China haa produced 8.11 million tons of petrol, 2.1 
million tons of kerosene, 11.22 million tons of diesel oil, and 820,000 tons 
of lubricating oil--all increases of 5 percent compared with the first half of 
last year. 


China also made 2.3 million tons of urea, 173,000 tons of chemical fiber, 
367,000 tons of plastics, and 74,000 tons of synthetic rubber, all 
overfulfilling the state plan 1 month ahead. 


/9599 
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INDUSTRY ECONOMIC 


CHEMICAL INDUSTRY PRODUCTION TOPS SEMIANNUAL PLAN 
QW062310 Beijing XINHUA in English 1413 GMT 6 Jul 87 


[Text] Beijing, 6 Jul (XINHUA)--China's chemical industry scored a total 
output value of 29.21 billion yuan in the first half of this year, up 15.6 
percent over the same period last year. 


Statistics released by the Chemical Industry Ministry here today show that all 
the 16 major products listed in the state plan overfulfilled their plans and 
enjoyed an increase over the same period last year. 


By the end of June, the output of chemical fertilizers reached 39.7 million 
tons, 52.9 percent of the yearly plan; the output of insecticides amounted to 
126,000 tons, 54.8 percent of the yearly target; and polyvinyl chloride, 
274,000 tons, 52.7 percent of the annual plan. In comparison with the same 
period last year, increases for the output of sulphuric acid, caustic soda, 
soda ash, purified petroleum benzin, purified methanol and dyestuffs rose were 
between 9 percent and 35.7 percent. 


Officials from the Chemical Industry Ministry attributed this progress to the 
efforts taken by enterprises to boost production to meet market demand and the 
attention paid to technological improvement. 


/9599 
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INDUSTRY ECONOMIC 


TEXTILE INDUSTRY GROWS IN JAN-JUN PERIOD 
0W041032 Beijing XINHUA in English 0951 GMT 4 Jul 87 


[Text] Beijing, 4 Jul (XINHUA)--China'’s textile industry scored a total 
output value of 53.4 billion yuan in the first half of this year, up 7.8 
percent over the same period last year. 


Statistics released by the Textile Industry Ministry here today show that 

all the major products have topped the half-year plan. in comparison with the 
same period last year, the output of chemical fiber increased 17.7 percent to 
600,000 tons; cotton yarn, 8.5 percent to 2.04 million tons; cloth, up 5.2 
percent to 7.6 billion meters; wool fabrics, 6.6 percent to 112.67 million 
meters; and knitting wool rose 21.3 percent to 76,803 tons. 


Officials from the ministry attributed this progress to the expanding economic 
cooperation among the textile enterprises. To date, China has more than 380 
textile corporations composed of 1,000 enterprises. Such "enterprise groups" 
are much better at increasing quantity and improving quality than a single 
factory. 


They told XINHUA that a national meeting is now under way to discuss how to 
guarantee furtner development of such “enterprise groups," and the ministry is 
considering the establishment of a special research section in the field. 
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INDUSTRY ECONOMIC 


MINISTRY SAYS IRON, STEEL PRODUCTION UP 
OWO21100 Beijing XINHUA in English 0943 GMT 2 Jul 87 


[Text] Beijing, 2 Jul (XINHUA)--During the first half of this year, China's 
iron and steel production exceeded the state quotas outlined in the 1987 plan, 
the Metallurgical Industry Ministry reported today. 


According to statistics, national steel output was 27.16 million tons, 6.4 
percent more than the same period last year, rolled steel output was 21.46 
million tons, an increase of 5.9 percent, and pig iron was 26.27 million tons, 
up 8.7 percent. 


In the first half of 1987, the Anshan iron and steel complex in northeast 
China, the country's largest, produced 3.87 million tons of steel, which 
accounts for 55.3 percent of the 1987 plan. The Wuhan iron and steel company 
and Shanghai's Baoshan iron and steel complex produced 2.28 and 1.58 million 
tons of steel respectively, making up 57.9 percent and 71.8 percent of the 
1987 target. 


An official in charge of China's iron and steel production planning said, in 
the first half of 1987, China's iron and steel production showed steady 
increases, with a national steel output of 146,600 tons a day during the last 
quarter of 1986 jumping to 149,200 and 150,800 tons during the first and 
second quarters of this year. 


The industry is also manufacturing more “out of stock" products, the official 
said, adding supplies of large rolled steel and sil zon, previously in short 
supply, have increased 20 percent over the same period last year. 


More profits and taxes are being turned over to the state, he added, and in 
the first 5 months of this year China's larger iron and steel enterprises saw 
5.7 billion yuan (1.54 billion U.S. dollars) in profits and taxes, an increase 
of 7.8 percent over the same period in 1986. 
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INDUSTRY ECONOMIC 


SHANGHAI FULFILLS 50.7 PERCENT OF INDUSTRIAL PLAN 
0W041648 Beijing XINHUA in English 1435 GMT 4 Jul 87 


[Text] Shanghai, 4 Jul (XINHUA)--Shanghai, China's leading industrial city, 
fulfilled 50.7 percent of its annual industrial output target in the first 6 
months. 


According to the city Statistics Bureau, Shanghai realized 48.41 billion yuan 
from industrial output in the first half of this year, 8.5 percent more than 
in the same period last year. 


It earned 2 billion U.S. dollars from export, 60 percent of the whole year's 
goal, up 18.5 percent over the same period last year. 


Officials of the industrial department credited the city economic commission 
for the growth. It boosted production of 128 top selling products, such as 
color TV sets, refrigerators, washing machines, double casette recorders, and 
beer. 


The factory director responsibility system, contracting and leasing factories 
and other reform measures have also promoted production. 


More than 500 projects of technological renovation have started to display 
their capacity. Rural industry and joint venture projects have increased 
their output value by 30 percent and 60 percent respectively. 


But as the increasing of its industrial output value, the short supply of raw 
materials, energy, funds and hard currency has been more poignant. The city 
officials said those problems will hinder the speed of development of 
Shanghai's industry. 
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COMMERCE ECONOMIC 


ECONOMIC COOPERATION TALKS OPEN IN ZHENGZHOU 
HK110209 Zhengzhou Henan Provincial Service in Mandarin 1130 GMT 10 Jun 87 


[Excerpts] A meeting of mayors and prefectural commissioners from the 
areas along the Longhai and Lanxin railroads [Lanzhou-Lianyugang and 
Lanzhou-Xinjiang], together with talks on economic and technological 
cooperation, opened in Zhengzhou today. He Zhukang, Yao Minxue, Hu Tiyun 
and other provincial and city leaders attended. 


The meeting is being attended by mayors and prefectural commissioners from 
51 prefectures and cities along the railroads. They will hold consultations 
on economic, technological, and material exchanges in this region and wn 
links between the interior and the coast. They will also carry out 
theoretical explorations on the questions of how to improve the pattern of 
the productive forces and rationalize the production structure in the 

new situation of reform and opening up. 


Comrade He Zhukang made a speech. -'e said: This gathering in Zhengzhou 

of mayors from the areas along the Longhai and Lanxin railroads to discuss 
questions of economic cooperation is of great significance. This zone 
covers a vast area from east to west. Each province and city in it has its 
own strong points. Each can make up for the shortcomings of the others, 

and we can all spur each other on. Making a success of economic cooperation 
in this area is of far-reaching significance for promoting the country's 
entire economic development. 


In carrying out economic cooperation in this area, we should draw up a 
number of specific measures under the guidance of the state's general 
principles and policies. Each of us should study our own development 
strategy. Through exchanges, we should provide some successful experiences 
so as to stimulate the all-round development of the area and make contribu- 
tions to economic development along the Longhai and Lanxin railroads. 
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COMMERCE ECONOMIC 


BRIEFS 


SHANGHAI-XINJIANG ECONOMIC COOPERATION--A delegation from Xinjiang headed by 
Xinjiang Regional People's Government Vice Chairman Tuohuti Shabier arrived in 
Shanghai on 9 June at the invitation of the Shanghai municipal government. At 
a reception hosted by Shanghai Party Committee Deputy Secretary Huang Ju and 
Shanghai Vice Mayor Xie Lijuan, Tuohuti Shabier recounted successful instances 
of economic and technological cooperation between the two regions since 1983 
and noted that the two sides had carried out 300 economic and technological 
projects, including the 60 projects involving Xinjiang's production- 
construction corps. He cited the joint production of the very popular "Huli" 
brand tires and also the "Fenghuang" brand bicycles. Both sides discussed 
economic and technological cooperative projects such as Xinjiang supplying 
Shanghai with long-staple cotton and Shanghai working together with Xinjiang 
to develop their textile and chemical industries, produce brand-name goods, 
train managment cadres and develop border trade. [Summary] [Shanghai WEN HUI 
BAO in Chinese 10 Jun 87 p 1] 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


OFFICIAL DISCUSSES TRADE DEFICIT WITH JAPAN 
HK240701 Beijing GUOJI SHANGBAO in Chinese 4 Jun 87 p 1 


[Report: "Shen Jueren (3088 6030 0086) Interviewed on Adverse Balance 
in Sino-Japanese Trade"] 


[Text] In the development of Sino-Japanese economic relations and trade, 
the outstanding trade deficit on the Chinese side is a problem attracting 
wide attention. Recently, Tang Jun and Wang Luwen, reporters from the 
monthly GUOJI SHANGBAO (English edition), interviewed Shen Jueren, assistant 
minister of economic relations and trade and head of the coordination 

group of economic relations and trade with Japan. He answered the questions 
raised by the reporters one by one. The English translation of this 

article will be published in the monthly's first issue, 


Question: Would you brief us on the current situation in Sino-Japanese 
economic relations and trade? 


Answer: With the implementation of China's policy of opening up to the 
outside world and the progress of economic construction, the economic and 
trade relations between China and Japan have developed in an extensive and 
intensive way. The volume of trade between China and Japan in 1986 amounted 
to $13.86 billion, constituting 23.2 percent of the total volume of China's 
trade with other countries, and thus, Japan became China's biggest trading 
partner. The general execution of long-term trade agreements reached by 

the two countries has been desirable. Currently, there are over 300 joint 
ventures using Chinese and Japanese investment, cooperative enterprises, 

and wholly-owned Japanese enterprises in China. Japan ranks third in terms 
of investment capital of other countries that invested in China. The total 
volume of Japanese investment in the Sino-Japanese cooperation in developing 
offshore petroleum amounted to about $800 million. Everything is going 
smoothly regarding the use of Japanese lonas by the Chinese side. Advances 
have also been made in technology trading. The facts have proved that the 
development of economic and trade relations between China and Japan benefits 
each other and is also needed by both sides. 


However, there are still problems demanding urgent solution as the economic 
and trade relations between China and Japan develop, the most noticeable 
one being the serious outstanding imbalance in Sino-Japanese bilateral 
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trade. If this problem is not paid due attention and resolved at an early 
date, not only will this be detrimental to the continued development of 
Sino-Japanese trade, but it will also adversely affect the economic, 


trade, and technological cooperation and exchanges between the two countries. 


Question: Would you talk about the specific developments in China's trade 
deficit with Japan? 


Answer: In the Sino-Japanese trade, the Chinese side's deficit with Japan 
has lasted for years, constituting a considerable proportion in China's 
trade deficit with other countries. In the past 15 years following the 
establishment of diplomatic relations between China and Japan in 1972, 


China had a trade surplus with Japan for only 1 year (1982) and in the other 


14 years China had trade deficits. Moreover, the Chinese side's trade 


deficits over the past few years have increased by a wide margin. According 


to statistics released by the Ministry of Foreign Economic Relations and 
Trade, in 1985 China's trade deficit with Japan amounted to $5.22 billion; 
in 1986, it remained at the range of $5.135 billion. Hence, the cumulative 
total of trade deficits in 2 years exceeded the $10 billion mark. They 
comprised respectively 69 percent and 89 percent of China's total trade 
deficits in these years. 


Question: In your opinion, what adverse effects will this huge trade 
deficit bring about? 


Answer: Ours is a developing country. China's socialist modernization 
program needs large amounts of foreign exchange to complete. We earn 
foreign exchange mainly by relying on export trade. Therefore, not only 
does the long-standing huge trade deficit not conform to the principle of 
equality and mutual benefit, it is also detrimental to further development 
of bilateral trade since China's financial capability cannot afford to 
bear it. The current trade imbalance has attracted the serious concern 

of our country's government and the public at large. Obviously, if the 
trade deficit problem is not promptly resolved, the development of trade 
between China and Japan will be seriously limited. 


Question: Why has China had fairly large trade deficits with Japan for 
years running lie? 


Answer: Let us start with the reasons on the Chinese side. The main 
reasons lie in the fact that China's export develops slowly, its import 
increases too fast, and its import and export product mix is not rational 
enough. China's main exports to Japan include energy, raw materials, and 
primary products, such as petroleum, coal, farm and sideline produce, 
special local products, and textiles. These commodities have little 

added value; moreover, their prices have dropped in recent years. Manu- 
factured goods that have high added value exported to Japan constitute a 
small proportion. In the import sector, we have, for a while, excessively 
imported equipment and machinery as well as home electric appliances, thus 
expending considerable amounts of our foreign exchange. As such, only 
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when the commodity structure in Sino-Japanese trade is charged and China's 
export of goods, manufactured goods in particular, to Japan is expanded 
can the problem of trade imbalance be steadily resolved. 


Another reason that cannot be neglected is that the Japanese side has 
imposed too many and too strict restrictions on commodities imported from 
China in terms of tariffs, quotas, and quarantine. For example, since 
1976, under the pretext of protecting the domestic sericulture, Japan has 
imposed the restrictive measure of "unified import" on Chinese raw silk 
and the restrictive "system of approval beforehand" on Chinese silks and 
satins. As a consequence, the traditional silk trade between China and 
Japan has drastically dropped for 10 years running. This will have an 
adverse effect on Sino-Japanese trade. 


In the past year, China and Japan have held repeated negotiations and 
discussions on solving the trade imbalance problem. However, it is a pity 
that the Japanese side made more statements but took few actions and 
failed to put resolving the trade imbalance problem in an important 
position and to resolve it effectively. For instance, we put forth 
specific demands to the Japanese Government on lowering tariffs, relaxing 
quotas, and removing restrictions in May of last year. However, 1 year 
has since passed but with the exception of some progress madein the plant 
quarantine problem, most problems remain unanswered. 


When we were holding talks with Japan on the trade imbalance issue, the 

Japanese side often stressed that importing goods from other countries is 
a matter done by nongovernmental enterprises and therefore, the government 
finds it difficult to take up matters concerning import. However, it has 


been reported that the Japanese Government has recently made some concessions 


and promises to some countries on the question of increasing imports and 


lowering tariffs. This shows that the Japanese can do a lot in trade issues. 


Question: What does the Chinese side hope the Japanese side will do to 
resolve the problem of imbalance in Sino-Japanese trade? 


Answer: International trade has always been of mutual benefit. Only when 
China's trade deficit with Japan is reduced year by year can the bilateral 
trade between China and Japan develop in a sustained, steady, and sound 

way. While increasing our own capability to compete, we also hope that the 
Japanese side will render us active cooperation. 


What is most important at present is that the export of Chinese goods to 
Japan should be expanded. We hope that both sides will resolve current 
problems while working hard to study the development for the long term and 
develop a batch of new products while expanding the export of traditional 
products to each other. At present, it is hoped that the Japanese Govern- 
ment will take active and effective measures in the following issues, such 
as really opening up its markets, reducing tariffs, relaxing quotas, 
removing restrictions, paying close attention to the implementation of the 
cooperative projects agreed upon by both sides to develop China's exports, 
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including selecting and developing sample products; providing active 
cooperation in the Chinese bid to increase its manu‘*actured goods exports 
to Japan; increasing the export quotas of goods prescribed in the Sino- 
Japanese long-term trade agreem-nts and allowing Japanese entrepreneurs and 
users to import from China goods not included in the agreements; and 
promoting the restoration and development of silk trade between China and 
Japan year by year. 


Question: In resolving the problem of trade imbalance between China and 
Japan, what will the Chinese side do? 


Answer: To expand the export of Chinese goods to Japan and correct the 
trade imbalance between China and Japan, the Chinese side is making efforts 
to develop the production of export commodities. After seriously investi- 
gating and studying Japanese markets and having a sound understanding of 
Japanese demands, the Chinese side will work for the improvement of 
product quality and packaging and punctual goods deliveries, establish an 
export commodity production system, and provide Japanese markets with 

more marketable and price-competitive commodities. 


We will diversify our export products, open up more new avenues, change the 
export patterns dependent on energy and raw-material products as soon as 
possible, and vigorously develop the export of machinery and electronics, 
nonferrous metal, and chemical products while continuing expanding the 
export of traditional products, such as foods, handicrafts, local products, 
animal byproducts, textiles, and clothes. 


We will also develop new products in line with Japanese market demands and 
the requirements of Japanese consumers for product quality, qualifications, 
and packaging. Japanese entrepreneurs and businessmen are welcome to set 
up joint ventures, cooperative enterprises, and their own enterprises in 
China or to expand our production and export in the form of compensatory 
trade. 


To sum up, we should make concerted efforts to change the imbalanced trade 
between China and Japan in accordance with the principle of equality and 
mutual benefit. 
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PORKIGN TRADE. ONVESTMENT BOUNOUMIC 


CANADA, PRC STGN DEVELOPMENT ASSISTANCE ACCORD 
OW172353 Reiine SINHUA in Enelish i4i7 GML tf Jun BF 


[Text] Ottawa, 16 Jume (XINHGA)--Canada and China signed here today two 
memorunda of understanding covering development ussistame projects in China 
valued at more Uhun 6.5 million Camudiun dollars (upproxingtely 4.8 million 
U.S. dollurs). 


The wercements were sined by Jean-Guy Hudom, purltiumentary secretary lo 
Canuda’s cxtlernmal affairs minister, und Shen Jurcn, assistant minister of 
Chinese fCoretiet excommic relations ani trade. 


The signing took place after the annual Consultations beitkoen the Canadian 
fis) anational Development Agency (CLDA) and the Chinese Ministey of Forcidn 
Feonomic Relutions and Trude. 


According to ome agreement , CIUA is to provide more than 4 million Cumalian 
dollars (approximately 3 mijlion U.S. dollars) to help the Chinese Ministry of 
Posts and Communications to upgrude and miintsain its dumestic sutelliic 
comammicutions system. Telesat Canela has been selected us the executing 
avency for the project. 


The assistumee also includes truuninge of Chimese personel tn Canada umd on 
site traujnin# in China. 


Under the other axrewnent, Cunuds will offer 2.5 million Caumuadtun doilars 
(approximutcly 1.85 million U.S. dollars) to the Anhui Enterprise Management 
Trainim Lostitute im Hefet. Arde Urov ince. 


Canada will establish a mamsgement. dcevclojanent resource venter und provide 
flechnical assislumce and training for the Ceuchers in iudusteid enterprise 
wanedtement. and international busincss manuxzcment. 


Canada’s development assistam’e to China has grown sinec Ue progeum bewtun in 
198i. Cunada capects to provide Ching with an aid of 200 million Canadiun 
Jdellavs (appreoxiumalely 148 U.S. dollars) over the no.t 5 years on prujccts 
dealing primarily with human reseurce development, agriculturc, furestry, 
cnergy, transportation, and telecommunications. 
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- FOREIGN TRADE, INVESTMENT ECONOMIC 


NEI MONGOL, XINJIANG EXPAND BORDER TRADE WITH USSR 
Beijing GUOJI SHANGBAO in Chinese 12 May 87 p 1 


[Excerpts] Since the beginning of this year, border trade has flourished 
between northwest China's Nei Mongol and Xinjiang and the USSR. The USSR's 
V/O Dalintorg [All-Union Far East Trading Organization] and the Nei Mongol 
Border Trade Corporation today held their first regular meeting on trade in 
Hohhot. The two sides concluded contracts to supply each other with 
commodities worth 11.2 million Swiss francs [7.28 million]. If the c atracts 
signed in the USSR last November are included among the contracts that have 
come into effect this year, both sides have supplied each other with 
commodities worth a total of 46.3 million Swiss francs [$30 million] in the 
first three months of this year, thus showing a considerable increase over the 
entire volume of trade between both sides last year. 


Border trade between Xinjiang and the USSR started up last year. The total 
volume of trade between the two sides last year reached over 9 million Swiss 
francs [$5.85 million]. 


Currently, Xinjiang has adopted two major forms of trade with the USSR. One 
form is cooperative trade between their respective goverments and the other is 
local border barter trade. Xinjiang's chief exports are shirts, sweaters, and 
thermos bottles. Its chief imports are steel products, refrigerators, 
chemical fertilizers etc. 
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PORFIGN TRADE, INVESTMENT Meme 


BARTER TRADE WITH EAST EUROPE AIDS PRODUCTION 
HKZ60308 Leijime CHINA DALLY in biawlish 26 Jun 47 pz 
[By statf revorter Liu Hone! 


[Teati Chinna’s barter trade with Kast Burepe for mxchine tuols is plavinge an 
important part in the country’s push to awalernize industry and cxpaml overseas 
sulos. 


"After u dap ot more Uae 20 yous. the vulue of the machine tool trade 
betwee: China mel the bast Kurupean countries of Huntury, Poland and the 
Gerwun Demactvatic Republic was 14.24 million Swiss fries ($29.49 million) 
from 1925 to 1986," said Qun Vuli, gweneral maweger of the China Natioml 
Machine Tool Corporation. 


This yveur the contracts Chim has siteed with Une Unee countrics to barter 
machine tools involve 20 million Swiss francs ($13.3 million) with thawarv, 16 
million Swiss frances (81!) million) with Poland ant 8.95 million Swiss fiance 
($5.73 million) with the German Iemoveratic Republic. Gm told CHINA DATLY 
yesterday. 


The: buelor trade bas involveal techwotogs teamster thal Chine needs to update 
its meetin: too) sewfacturing. Severnl Chinese Machim:- tovl factorics huve 
enmteresd] intyu or are neot lating oo ormduetion cuomtlracte with Une 
counterparts in Hungary and Polisi, @un said. Urater the contructs, Chimsc 
mouriaclumers wil] muke advan prexhets with desime, sumplis utal kes 
components provided ly Unc East Burupeams. They will ulso mecive porsenmal] 
taminiom, Qun suid. 


"The: tocluwloty tauefer is purl of the Leake anal involves te audditioml 
payment...” Qua suid. “In return, Ching will open ite demestic murhket to sume 
mike tool pouhects Crom those Countries.” 


Favorts of Chima’s machine tools have been expanded through Unis Lbartor trndec. 
This sear the vaiuc of mochine tool caports to the throe mamtrics is 
cetiomted to be 21.6 million Swiss Frees (14.4 million), 49 pervent rise over 
last your, Guo said. 


The prouduets Chim suld to the three camtrics were muinly Lathes, millers. 
égrimicrs, shupers, plancrs, and drillers. 
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The barter trade has not only cnabled China to import comparatively advanced 
machine-tool cquipment for its technological renovation, but also to save its 
already-limited reserves of foreign cxchange. 


Although the products form these East Buropean countrics camot match the most 
advanced oncs made in countries like Switzerland, West Germany, the United 
States and Jupun, most of them were produced with advanced technology 
introduced form the WEst and cost much less than the Westcrm products, Qun 
suid. 


Five Hungarian worm-shaft grinders that China No 1 Automobile Plant bought 
instead of similar Japanese products saved for the factory more than $2.3 
million. ‘he Hungarian products, made with imported Swiss tcchnology, sold at 
Jess than half the price of the Swiss products. 


412232 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


SHANXI RIBAO ON UNUSED IMPORTED EQUIPMENT 
HK280834 Taiyuan SHANXI RIBAO in Chinese 15 Jun 87 p 1 


{[Report: "Units Concerned Investigate Reasons for Failure to Use Imported 
Goods for a Long Time After They Were Hurriedly Imported"] 


[Text] Our reporter learned from the provincial work conference on super- 
vision and management of imported goods that equipment imported by some 
enterprises has not been utilized as originally intended. Some has even 
lain idle for years without being used at all. Among this equipment are: 


The first knitting plant in Pingyao imported production equipment for 
pyjamas and nightgowns from France, but there is no market for such 
products. Therefore, they cannot yet be produced in large quantities. 


In 1984, the Taiyuan radio instrument plant imported one fast food produc- 
tion line and two laundry and dry cleaning production lines from Hong Kong 
and spent $309,000 plus 1,300,000 yuan for parts. The equipment arrived 
nearly a year ago but has not been assembled due to lack of management 
capabilities. 


The Taiyuan bean products plant imported a bean curd production line from 
Japan. Normal production requires a solidifying agent imported from 
Japan, thus raising the cost of production. The product is not sellable 
in the market. 


The Taigu glass medical apparatus plant, togetherwith the second medicine 
plant of Taiyuan, imported production facilities for producing curved-neck 
safety bottles from Japan. Trial production began in 1985, but normal 
production has not yet been carried out. 


The Yuanping cement factory imported production equipment for producing 
artificial agate sanitary equipment. The modern construction material 

plant in Dingxiang imported production equipment for glass masaic. The 
quality of products produced by the equipment is not up to standard 

and therefore this equipment has not yet been used, 
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The second knitting plant in Pingyao imported production equipment from 
Italy and the United Kingdom for high-grade athletic and cotton socks, but 
the software technology is not up to standard. For a long time the 
equipment cannot be assembled well. Moreover, there were no provisions 

for a trial period in the contract. Now, the vending company in the United 
Kingdom has closed and there is no way to proceed for compensation. 


The No 3 and No 5 plastic plant in Taiyuan imported vacuum blowers for 
plastic products from Italy and Japan, but the equipmentis outdated. 
They cannot meet the demand of the technology and have not been put into use. 


/9604 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


HENAN SEEKS FOREIGN PARTNERS TO DEVELOP INDUSTRY 
OW170628 Beijing XINHUA in English 0612 GMT 17 Jun 87 


[Text] Zhengzhou (CEI) [dateline as received]—-The governor of central 
China’s Henan Province, He Zhukang, just announced the following projects open 
to foreign couperation: 


--Raw coal and coke mining and processing. 


Heman has plentiful, high-quality coal reserves, and in 1986, the province 
mined 79.49 million tons of raw coal, to rank second in the country. Those 
interested in investing can develop new coal fields, update and expand 
existing mines, or work in coal washing, dressing and processing. 


--Petrochemical and natural gus industries. 


Henan’s confirmed reserves of natural gas excecd 100 billion cubic meters, and 
in 1986, the province produced 61.67 million barrels of oil to rank fifth 


nationwide. 
--Nonfcrrous metals. 


Henon’s reserves of molybdenum rank first and those of aluminum ronk sccom in 
the country, and the province boasts the Luanchuan molybdenum mince, China's 
largest. Preparations for construction of the Zhongzhou aluminum mine arc now 
underway, and the Hengzhou aluminum is being updated. 


--Textiles and garments. 


Henan is rich in cotton, jute, silk and wool, and has adecyuate production 
capacity, cquipment manufacturers, scicntific research und project 
construction. The province plans to continue expanding its textile industry, 
especially to inerease product varicty and improve manufacturing Lochnique for 
knitwear and garments. 


-~Foodstuffs. 

Henan bousts 7 million hectares of arable land and grows u wide variety of raw 
mailerials for the fvodstuff industry. The province is woll-know for its 
tobacco, sesame, grupes, kiwi fruit, Livestock and poultry. 

Projects under these categories are now open to forcign investment. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


BRIEFS 


SOVIET OFFICIAL MEETS DELEGATION—Beijing, 23 Jun (XINHUA)-—-According to a 
dispatch from Moscow, Shalayev, chairman of the Soviet All-Union Central 
Council of Trade Unions, received the visiting Chinese trade union delega- 
tion in Moscow on 23 June. He briefed the delegation on the position and 
functions of Soviet trade unions in the ongoing reform. The Chinese 
delegation, headed by Zhang Fuyou, secretary of the Secretariat of the 
All-China Federation of Trade Unions, arrived in Moscow on 22 June at the 
invitation of the Soviet All-Union Central Council of Trade Unions. [Text] 
[Beijing XINHUA Domestic Service in Chinese 0624 GMT 24 Jun 87] /9604 


SICHUAN'S OVERSEAS LABOR MARKET--Sichuan's Overseas Labor Market has brought 
in a total of $59.19 million since it was first opened up seven years ago. 
According to statistics from the province's Foreign Economic Relations and 
Trade Department, Sichuan signed a total of 264 international contracts for 


cooperative labor projects valued at over $300 million. [Text] [Beijing 
GUOJI SHANGBAO in Chinese 11 Jun 87 p 1} 


HEIL INGJLANG CTr¥’S FUREICN INVESTMENT--llarbin (CE1)--Hegang City in northens! 
China's tei longjiang brwince welconcs forcien tnvestment in its emleavors to 
exploit a 4.5 billivun-ton cou) reserve and other resources, Muyor Suo Changyou 
waid atom texssct press confemomec. Besides canal, Uhe cily also laswis 
deposits of over 20 minerals, incluling magnesite, ceramilc, marble, red 
clay, fold, smd ite or: According bo thee mivor, Une city will conecentrale 
its «Piorts this sear on jvint exploitation of ifs coal, cerumsilc, amd shale 
thysrstts, pecwhetiegs Of reosme) tod muamesiten uml lnaaic cecil, coul 
Lrruespeortatiew, amd oastbetaclion of a therm) power plant wilh a gonomuting 
coyee ths of SEU.OO00 hw. Li aise plans Lo iatrahes: Cowhnmeluoey, capital unl 
~4psccinlisis Cram oversous to develop the production of belt conveyors and 
otine oepaiomat for mining. urlificial icather gouds amd oad by products. 

liv wasoe pleohesl to arant preference to foreidn investors in silo acquisition 
ued suet’. sore dy, as well as lalsr ood Comersrtalion «wayiees. PText | 

fimes phan ~ it) Kewtlivh 0617 CMT 17 Jun B87 th) 412232 
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BOING LOANS TG PORRIGNERS--Beijing (CED)--The Beijing Finanee Burcau has 
siarted granting working capital loans to those foreign-funded cnterprises 
short. of funds. Accordimg the bureau's regulations which came into cffect on 
| Jie, onterprises can use the funds for only 1 year for a service charge of 
3.6 poeeccut awaetily. OF Une demiline capires, Unc rale sill increuse to a 
mouthiy vate of 4.5 per UChousanmd if less than 6 months late, or 6 percent per 
Lhouszaxet if over 6 months. [sentemee as reccived] All foreign funded 
ehlerpriscs applsing for the funds must be co-signed bs the Chinese partner or 
demartmcoi in clara. IT? an cnterprise fuils to repay the funds in the 
designate! tim:, the co-signer is responsible for repayment of the balance, 
seve cares: sua? a 3 per Uhousarmd per day Cinc. [sentence as received] 
[Tort] [Reijimg XINHUA in Enelish 0547 GMT 29 GMT 87 OW] £12232 


(So: 4930232 
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ECONOMIC ZONES ECONOMIC 


DALIAN ECONOMIC ZONE REPORTS DEVELOPMENT PROGRESS 
OW210646 Beijing XINHUA in English 0627 GMT 21 Jun 87 


{Text} Shenyang, 21 Jume (XINHUA)--By the end of March, port city of Dalian 
had invested 340 million yuan in infrastructure construction since work 
started in October of 1984 to turn a tract of undeveloped land 33 kilometers 
form the center of the city into an economic technical development zone. 


A system of water, power and communications is already put into service. 


According to the official of the administrative commission of the cconomic 
zone, the zone will sign 20 items, begin building 15 items and have 50 items 
put into production this year. 


To date, the zone has established business relations with 40 countries und 
regions including the United States, Japan, Canada, and the Federal Republic 
of Germany. Over 500 groups and 4,500 people came to the zone to investigate 
and hold negotiations. 


The zone has signed agreements on 59 items worth 560 million yuan. Work on 37 
has started and 15 have gone to prcduction or have started business. During 
the lst quarter of this year, the zone gaincd a total of 35.5 million yuan 
output value, 1.3 million yuan profit and 1.14 million U.S. dollars in foreign 
currency. 


To help foreign investors, a project promotion service center was sct up late 
last year to handle procedural matters in the establishment of a joint 
venture, such as acquisition of land, water and power. In the past, forcign 
investors had to go through at least a dozen departments before the procedure 
was completed. 


/12232 
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ECONOMIC ZONES ECONOMIC 


FOREIGN TECHNOLOCY UPGRADES DALIAN INDUSTRY 
UW20U936 Bei.iing XINHUA in English 0817 GMT 20 Jun 87 


Piext} > Sheiyane, 20 Junc (XTNHUA)-- Faster technolvgical upgrading of existing 
factories and a contimuous influx of foreign funds are the benefits for 
Dalian, Liaoning brovince. freaa China’s policy of opening tw Une outside 
world. 


According to mayor Wei Fuhai, his port city has spent 389 million U.S. dollars 
on imoorlint 569 i:cmws of tochnojogy since 1979. As a result, 660 Dalian 
faclLorios have adoptad imported techniques, making some of their products 
apypworch or mck the international sivndanmds of Uhc Late 1970s or early 1980s. 


Dalian is one of the 14 coastal cities with greater authority over forci¢n 
iovestawecnt aml tasawk:. 


To dale, Wei said, the city has approved 100 forcisn -funded enterprises 
invulvins 210 million U.S. dollars in forciam investment. Now, 57 of them are 
operational and 16 are in the Dalian Economic Development Zone designed for 


fiorcian iuvestar. 


fu all, the cils has introduced 460 million U.S. dollars in foreign funds in 
such forms as the establishment of forci“an-fiunded businesses, the use of 
foreign louns, componsation trade deals and processing. 


Now, 144 foreiain cxpcrts and scholars are workine in Dalian, which has forged 
couperaLlion ties with personne] exchange agencies in 1d cuuntries. The city 
has sept 112 researchers and technicians abromw! for udvaneed sludics. 


Meanwhile, the number of air routes Linking Dailiun with other major Chinesc 
eities has inmereased frum 5 to 13. Available are charter flights between 

Dai lian anl Hong Kong and Tokvo, as wel) as direct. Lelephone dialing services 
between Dalian uml me.jor Chinese cities, uml cities in 13 countries, Hong Kong 
and Mea. 


Two Zomerutiog unils each with a capacity of 350,000 hw will go into operution 
al. (ix: Dajilian Bay power plant in 1988 and 1989, respeclively, umd 
preparations arc now under way for construction of a new dock area in Dayao 
Baty. 
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ECONOMIC ZONES ECONOMIC 


SHANTOU SEZ EXPORTS AGRICULTURAL PRODUCTS 
OW191445 Beijing XINHUA in English 1204 GMT 19 Jun 87 


[Text] Guangzhou, 19 Jume (XINHUA)--The Shantou Special Economic Zone, one of 
China’s four, has become a center for export-oriented agriculture, a local 
official said today. 


The zone now bousts a compete range of production, processing and export 
facilities for eel, prawns, crabs, orangcs and vegetables. 


So far, 90 percent of the zone’s agricultural products are exported, and last 
year, sales pulled in 20 million U.S. dollars. 


"The goal of the zone is not only to develop its own cconomy,” the official 
said, But alsw to promote agricultural devclopment inland.” 


"For several years, the zone has been experimenting with imported seeds and 
new agro-techniques, which are later introduced on the Chavzhou Shantou 
plain,” the official explained, adding the plain’s annual export value jumped 
to 140 million U.S. dollars in 1986. 


In the pest, vegetables exported from the plain were of common varicties, but 
now many high-quality, expensive crops like asparasus, sweet peppers and pea 
shoots are being grown. 


The zone has also imported processing and packaging techniques and cquipment 
to handle perishable goods such as fish, prawns, crab and other shellfish. 


A joint company which deals in eel production and processing has been built in 
the zone. Now seven countries are working on the project which involves 28.2 
hectures of eel ponds, and expects to increase the area to 66 hectares this 
year. The company’s annmml exports of Live and roasted ells are 900 tons. 


/12232 
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ECONOMIC ZONES ECONOMIC 


SHENZHEN BENEFITS FROM FINANCIAL REFORM 
0W192230 Beijing XINHUA in English 1339 GMf 19 Jun 87 


[Text] Shenzhen, 19 June (XINHUA)--Shenzhen City, a pioneer in China’s 
experiment to restructure its financial system, has benefited from the reforn. 
According to a local financial official here today. 


As one of China’s four special economic zones open to foreign investment, 
technology and trade, Shenzhen has been allowed to establish a number of 
financial corporations, regional banks, trust and investment companies and 
branches of foreign banks, in the past several years. 


The official said this has helped break the financial monopoly of professional 
banks. 


The new financial institutions have played an important supplementary role in 
promoting the flow of funds, which is crucial to this new city in South 


China’s Guangdong Province. 


So far, 13 financial corporations and trust and investment companies, 2 
regional banks, 13 branches of forcign banks and 1] transnational financial 
corporation have been set up in Shenzhen. 


The Zhenzhen SEZ Development Financial Corporation opened by an enterprise 
group 2 years ago has helped accumlate several hundred million Hong Kong 
dollars and about 100 million yuan (27 million U.S. dollars) in capital, to 
fund enterprises in the zone. 


The corporation has established business relations with 34 banks in other 
countries and regions and opencd money borrowing and lending businesses with 
forcign exchange banks in Canada, France, Japan, and Hong Kong. 


To date, it has borrowed several hundred million Hong Kong dollars from ninc 
forcign exchange banks. It has also collected domestic funds by issuing 
stocks and bonds, the official said. 


He said Shenzhen has now formed an open and multi-function financial system 
umicr the leadership of the Shenzhen branch of the People’s Bank of China, the 
country’s central bank, with the four professional banks in the city still 
playing a leading role. The reform has also promoted the professional banks 
tw improve their services and broaden their busincsses, he said. 
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SHENZHEN IMPROVES APPROVAL PROCEDURE--The Shenzhen SEZ in striving to improve 
the procedures involved in examining and approving the use of foreign 
investment, has raised the quality of contracts and the efficiency in the 
procedure for approving import items. During the first quarter this year, the 
proportion of approved contracts rose to 71 percent as compared with 47 
percent in the same period last year. The time involved in the approval 

has been reduced from 3 months to 12.8 days. Since the inning of 
this year, Shenzhen has designated an office for examining and approving 
contracts governing the use of foreign investment. At the same time, it has 
established a system of advance review for project proposals in order avoid 
unnecessary meetings and wasting time, and as quickly as possible to eliminate 
projects that fail to meet State regulations and the needs of socialist 
development, or that duplicate projects already under way. Moreover, by 
standardizing formats in contract documents, the quality of contracts has 
improved. According to statistics, of the 62 projects reported during the 
first quarter this year, 57 or 92 percent have already been approved. [Text] 
{Beijing GUOJI SHANGBAO in Chinese 12 May 87 p 1] 


SHANTOU ISSUES TRANSIT CERTIFICATES--Guunezhou (UEt)--‘the customs office in 
Shantou, Guangdong Province, began issuing special transit certificates form 
25 May to business people whw have to froqucutiy enter aml leave the spocial 
cconomic zone. Those cligible for the certificates ulsu have to mect the 
following cequirements: run cutcrprises in the Chauzlkw Shuntou aveu fur at 
leust. 6 months from the date of the conclusion of contructs; observe Chim’s 
laws, decrees wal customs regulations; ual their cuterprises must be in goaxl 
shape. The custom office will offer certificate holders preferential 
treatiaaent. The certificate is valid for | your from the date of issue aml is 
subject to renewal uxe a year. [FText) [Beijing XINHUA in bwlish 06435 GT 
24 Jun 87 OW] /12232 


YANTAI EXPANDS FOREIGN TIES--Reijimge, 27 Jaume (XINHUA) Yuutai conm-luded Sy 
transactions worth 54.8 million U.S. dollars with forcisn firws during the 
first 5 wonths of this ycar, suid teudty oversens tition o: the thHALE’S 
DAILY. An open coastal city in east Ghiin’s Shondomw [rovime, Yuutui hus 
hosted 800 forvign lasinessmen Crum 20 counlrics durinw Unal period, 8.1 Limes 
the figwe for the 1986 period. The puper attributed the lutest suceess to 
better cuordinuated efforts by Jocal goverment. offices, which maulted in 
isproved conditions for forcign investment. Vantai, mow the hom: of 33 
foreign-funded caterprises, hus set up au contcr providimé cousuitution, Lowal, 
accounting umd cmtinecring services to foreien investors, the paper said. 
{[Texl] [Rei jing XINHUA in English 0528 GMP 27 Jun #7 OWL /iZZ5u 
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LABOR ECONOMIC 


MOFERT MINISTER ON OVERSEAS CONTRACTING, LABOR EXPORTS 
Beijing LIAOWANG [OUTLOOK] OVERSEAS EDITION in Chinese No 5-6, 9 Feb 87 pp 4-5 


[Article by Zhu Minzhi [2612 2404 0037]: "China's New Enterprises; 
Contracting for Engineering Projects and Labor Service Cooperation Abroad; 
Interview With MOFERT Vice Minister Lu Xuejian [0712 1331 0313]"] 


(Text] Contracting for engineering projects and labor service cooperation are 
activities that occupy an important position in international economic 
cooperation. With further expansion of China's open door policy, what 
progress is China making in contracting for engineering projects and in labor 
service cooperation abroad? What are the problems encountered, and what is 
the trend of developments? These are the questions posed by our correspondent 
during a recent interview with MOFERT Vice Minister Lu Xuejian. 


Lu Xuejian has been working in the field of foreign economic relations 
uninterruptedly since 1968 In MOFERT, he is particularly in charge of 
economic and trade relations with the Third World countries of Asia, Africa, 
and Latin America. During the last 20-odd years, he has visited many 
countries of the Asian, African, and Latin American region. Shortly before 
the interview with this correspondent, he had just returned from Pakistan, 
where he had discussed economic and trade cooperation with Pakistani parties. 


Diverse Forms of Economic Cooperation 


Lu Xuejian first gave a clear statement on the significance for China of 
contracting for engineering projects and labor service cooperation abroad. He 
pointed out that the development of these enterprises can accumulate funds for 
China's construction, but that our objectives are not purely commercial; main 
purposes are to develop economic cooperation and friendly relations between 
countries. Currently, parties to such cooperation are mainly the Third World 
countries of Asia, Africa, and Latin America; it is a South-South 
cooperation. 


Lu Xuejian said, last year, when China started to carry out its Seventh 5-Year 
Plan, contracting for engineering projects and labor service cooperation 
abroad was for the first time officially included in the state plan. This 
shows that the state is now viewing these enterprises as important. The State 
Council has placed MOFERT in complete charge of all the work in connection 
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with contracting for engineering projects and labor service cooperation 
abroad. Additional demands are thereby made on us. 


Lu Xuejian referred to the fact that China came rather late into this field, 
having begun contracting for engineering projects and labor service 
cooperation in the international field only as late as 1978, after initiating 
its open door policy. Before that, China conducted economic cooperation in 
the international field with the countries of the Third World mainly in the 
form of foreign aid, i.e. assisting the economically poor developing countries 
by providing them with items for their construction. In the 30 years that 
economic cooperation was conducted in this form, very good results have been 
achieved. China conducted this kind of cooperation with almost 100 countries, 
and had undertaken over 1,000 engineering projects. The projects had been 
very effective in developing the economy and improving the people's living 
conditions in recipient countries, and also in promoting China's friendly 
relations with the countries of the Third World. As the economy of the 
various countries developed and changed, this single form of launching 
economic cooperation in the international field was far from able to satisfy 
needs, and by reliance on this single form it was also not possible to 
maintain economic cooperation with the various countries on a long-term basis. 
For this reason, China, after instituting its open door policy, in addition to 
continued cooperation with the countries of the Third World in the traditional 
form, actively explored other forms of mutually beneficial cooperation. 
Contracting for engineering projects and labor service cooperation in the 
international field, as now started by China, is a form of mutually beneficial 
cooperation. It means that the construction capital and the projects are 
planned and prepared by the countries in question, while the Chinese companies 
contract for project execution, and that the procedure of inviting tenders and 
awarding bids follows international practice. This is also the main form of 
South-South cooperation. 


Lu Xuejian said China is launching its contracting for engineering projects 
and labor service cooperation on the following principles: "Equality and 
mutual benefit, striving for actual effectiveness, adoption of diverse forms, 
and joint development." Premier Zhao Ziyang had proclaimed these four 
principles when he visited 11 African countries, end of 1982 and beginning of 
1983. In the last few years, by conscientious implementation of these four 
principles by the Chinese companies, contracting and labor service 
undertakings have rapidly developed and shown gratifying results, which gained 
China a good reputation in the international field. Many Third World 
countries have become well aware of these four principles and are willing to 
develop economic cooperation with China on the basis of these four principles. 


Energetic Development Shows Initial Results 


What successes have been achieved and what are the special features of China's 


contracting for engineering projects and labor service cooperation abroad? Lu 
Xuejian explained that the world market for engineering contracts and labor 
services had been very brisk for many years. When China started in 1978 to 
contract for engineering projects and labor service cooperation in the 
international field, it faced a depressed market and extremely stiff 
competition. Due to the fact that China followed a correct policy of mutually 








beneficial cooperation, China's progress since 1979 in its contracting for 
engineering projects and labor service cooperation abroad was very rapid as 
these undertakings expanded from small beginnings to sizeable proportions. By 
the end of 1986, China had signed over 3,600 contracts for engineering project 
and labor service cooperation, with a value of $6.4 billion, of which more 
than $3.3 billion have been executed, and which involved the dispatch of 
200,000 person-times to overseas. Currently, 67 Chinese companies specialize 
in international contracting for engineering projects or labor services, or 
engage in it as part of their business operations, employing a complement of 
specialized personnel to work in this area. 


He mentioned Iraq as an example. It was the first country to contract with 
China for engineering projects and labor services, its contracts involved the 
largest amcunt of money, and it required the dispatch of the largest number of 
Chinese personnel. Almost 20,000 Chinese are now engaged in Iraq on the 143 
engineering projects and labor service operations in progress. In the last 2 
years, China and Iraq signed contracts for 23 large and medium-sized projects, 
each for over $10 million, while 3 of them are for even more than $100 


million. 


Lu Xuejian continued by describing the special features of engineering 
projects and labor services undertaken by China in recent years. He said, one 
feature is that the market for these undertakings has been expanded. Apart 
from maintaining cooperation with Middle Eastern countries, mutually 
beneficial cooperation has been vigorously initiated with countries in North 
Africa, Africa, Western Asia, South America, Southeast Asia, the South 
Pacific, and in Latin America. Some companies have been able to penetrate the 
markets of North America, Japan, and Europe. China has also engaged in labor 
service cooperation with some countries of Eastern Europe, undertaking the 
training of young workers. Currently, China has contracts for engineering 
projects or labor services in 88 countries or territories. 


Another special feature of these contracts is that care is taken to operate at 
low profit margins. In the fierce competition, every company contracting for 
engineering projects is obliged to enhance its business management and to do 
everything possible to reduce costs, so as to be awarded a larger number of 
contracts in open bidding. The China Road and Bridge Building Co won a bid 
in Rwanda by quoting with a small profit margin. It executed the project at 
high quality and completely; the company was thus not only able to break the 
monopoly of certain companies, but also to gain the high praises of the Rwanda 
leadership. The China Engineering Construction Co won a bid for an 
engineering project at the administrative center of the Harmel district in 
Algeria, when it defeated several companies with internationally famous names. 
In Egypt, the said company contracted for the construction of a 1,000-house 
residential development at the "October-Six City." In recognition of the 
speed, high quality, and moderate price, President Mubarak personally 
inspected the work and wrote out a special dedication. The China Harbor 
Engineering Co repeatedly won awards in Kuwait. For its performance of 
engineering contracts in Somalia, the International Economic and Technical 
Cooperation Co of the provinces of Sichuan and Jiangsu equally won the 
praises of that country's president and of the officers of the International 
Bank. Six Chinese contracting companies have received various international 
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prizes. The INTERNATIONAL CONSTRUCTION WEEKLY, published in the United 
States, listed the China Engineering Construction Co among the largest 
engineering construction companies of the world in 1984. 


A third special feature is that China's labor cooperation projects abroad are 
constantly increasing in variety. Apart from contracting for construction and 
roadbuilding projects, some contracts were for labor cooperation of a 
productive nature. For instance, some countries invited Chinese specialists 
to take part in factory management and in employing Chinese production workers 
in organized groups. There are furthermore labor services of the tertiary 
industries, such as cooks, folk artists and artisans, gardeners, nurses, 
sailors, etc. 


In the last few years, China mostly contracted for engineering projects abroad 
that were of medium and small scale. They were spread over a wide area, 
involved small risk, and were more flexible than before in the forms of 
transactions and in payments terms. Payment for some deals was received 
partly in kind, and for some there were attempts to increase the local 
currency portion and then to find channels that would absorb the products as 
well as the local currency. All these were special features of China's method 
of developing contracting for engineering projects and labor services. 


Lu Xuejian said, In general, China's new undertakings of contracting for 
engineering projects and labor services experienced a very rapid development 
during the Sixth 5-Year Plan. China has established a good reputation in the 
international market and trained a contingent of personnel capable of 
international contracting for engineering projects and labor services. 
Chinese technical personnel learned on the job and in a short few years had 
become apt at competing in international bidding for engineering projects. 
Chinese service personnel are considerate of local customs and habits, and are 
welcomed by local populations. Now, more and more international contracting 
businesses and contractors, as well as government departments, seek 
cooperation with China, welcome Chinese cooperation, and welcome Chinese 
service personnel. 


Strive for Breakthroughs, Strive for Greater Progress 


Lu Xuejian pointed out that contracting for engineering projects and labor 
services abroad are new undertakings for China; our successes in this field 
have been hard won. Currently, they add little to the state's accumulations, 
but from a long-term point of view, they present an excellent foundation for 
the further development of this type of enterprise. Contracting for 
engineering projects or labor service cooperation abroad is an important way 
of expanding China's exports of equipment, technologies, and labor; it is an 
undertaking that shows broad prospects. 


Lu Xuejian then spoke of the difficulties now faced by contracting for 
engineering projects and labor services. In the last few years, worldwide 
economic depression, falling petroleum prices, lower prices for primary 
products, the wasteful long-drawn-out Iran-Iraq war, the 3 years of continuous 
drought in Africa, and the serious indebtedness of the Latin American 
countries are all factors which add to the developmental difficulties 
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of the developing countries, depress the international market for contracting 
for engineering projects and labor services, and intensify the fierce 
competition in this market. Characteristic for this situation is the decline 
in the total amount available for international contracting for engineering 
projects and the shrinking of its markets. According to relevant statistical 
data, the value of international contracting declined from $130 billion in 
1981 to $81.6 billion in 1985. The consequences are increasingly harsher 
contract terms, reduced profits, and the enforcement in some countries of many 
restrictions for the entry of foreign companies and foreign personnel to 
engage in labor services. All these restrictions are detrimental to China‘’s 
contracting for engineering projects and labor services, an activity only in 
its initial stage in China. 


Lu Xuejian analyzed the prospects in the present international market for 
contracting and labor services as follows: In 1986, the economic growth rate 
in the Western developed countries was about 2.5 percent, and is expected to 
maintain a similarly low rate during this year. After continuously declining 
in the last 3 years, the value of international contracts for engineering 
projects is showing a feeble increase. China's contracts with African 
countries in 1985 were threefold more than in 1984, and with Latin American 
countries 22 percent more than in 1984. Still, the Gulf States are every year 
in need of many engineering projects, and their serious labor shortage is a 
long-term problem; they will in the future continue to need foreign labor, 
especially technical personnel. 


Lu Xuejian said that China is in some respects in a superior position and has 
great potential, as far as contracting for engineering projects and labor 
services are concerned. China has been establishing an excellent foundation 
of cooperation with many countries of the Third World. Ali that time, China 
has acquired certain abilities and accumulated certain experiences. China 
has, in particular, followed a correct policy and performed its engineering 
projects at high quality, thereby establishing a good reputation in the 
international market. Besides, China possesses an abundant resource of 
manpower. All these are China's points of superiority. 


Lu Xuejian finally said that we must continuously sum up experiences, strive 
to raise the quality of our business operations and of our personnel, bring 
all points of superiority fully into play, and energetically forge ahead, so 
as to achieve an even greater development of this type of enterprise. 
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EXISTENCE OF LABOR MARKET IN SOCIALIST SOCIETY QUESTIONED 
Beijing JINGJIXUE ZHOUBAO in Chinese 8 Mar 87 p 4 


[Article by Gao Wenhan [7559 2429 0698] and Gao Mianhou [7559 4884 0624): "Do 
Labor Markets Exist Under Conditions of Socialism?--Summary of Recent 
Discussions" } 


[Text] In recent years, a series of articles in newspapers and periodicals 
have made valuable explorations into the problem whether labor markets exist 
under conditions of socialism. The following is a brief summary of these 
views: 


I. Do Labor Markets Exist in Socialist Society 


There are labor markets in socialist society. The reason is that China 
practices a planned commodity economy and therefore requires an effectively 
performing market system. China has had a consumer goods market for a long 
time, a technology market has also been established, and a financial market is 
being proposed; what China is currently lacking is a labor market. Socialized 
commodity production demands not only that there must be unified social 
measurement standards for the flow of key elements of material production-- 
socially needed labor-time determines value, which has to be followed by a 
process of commodity exchanges--but also demands that there have to be equal 
social criteria of measurement and exchange processes for the flow of labor as 
a key element of production. Opening a labor market is, therefore, an 
essential condition for the socialist commodity production itself. For the 
effective linkage of workers with means of production, it is, therefore, 
necessary to have these two key elements operate according to the same 
mechanism. If the means of production are subjects of market operations, 
labor must also be the subject of market operations. 


There is no labor market in socialist society. Comrades who hold this view 
make it a precondition to negate a labor commodity. Socialism did away with 
the system of employed wage labor, therefore also eliminated labor markets. 
Under this overall precondition, there are again the following different 
formulations: 


1. Labor service market. Under conditions of socialism, labor service 
constitutes a special commodity; its use value is invisible. The socially 








needed amount of labor expended in the labor process constitutes the value of 
labor service. Workers cannot sell labor in the market, but can sell or 
provide labor service. 


2. Labor market or live labor market. Live labor is also regarded as a 
special commodity; the principle of distribution according to work precisely 
manifests, under conditions of commodity economy, the mechanism of live labor 
market. Under conditions of capitalism, the provision and obtaining of live 
labor can only be realized in the circuitous way of labor markets, while under 
socialism it can be directly realized through live labor markets. The law of 
value and the law of distribution according to work control the live labor 
market. 


3. Manpower resource market. Deployment of manpower must be effected through 
market mechanism. Distribution according to work is effected in two 
processes: First, joint labo, in the various enterprises creates commodity 
value, then the workers within the enterprises obtain their pay according to 
the principle of an exchange for an equal amount of labor rendered. In the 
socialist society, transformation of labor into value and adoption of a 
commodity-exchange pattern accomplishes the economic process of a rational 
flow of labor, a process which is called manpower resource market, to 
distinguish it from the manpower market under capitalisn. 


4, Job market. As masters of the means of production, workers must have the 
right and freedom to choose their jobs, therefore, working positions, i.e., 
jobs, should be placed in the market. 


5. Rational deployment of manpower. 
II. Conditions Necessary for Starting Up a Manpower Market 
To sum up, we may list here the following ten points: 


1. Adjustment of production structure and of the distribution of the 
productive forces for a more rational manpower distribution and to ensure, 
macroeconomically, a rational flow of manpower. 


2. Strict population policy. In China, manpower supply now exceeds demand, 
which makes strict control of population growth and improvement of population 
quality a necessity. 


3. Perfecting mechanism for distribution of resources. Leveling out all 
differentials in benefits caused by advantages in resources. Without a 
mechanism of this kind, there is bound to occur a "retrograde" flow of 
manpower, detrimental to a balanced development between areas and to rational 
competition between enterprises. 


4. Instituting a system of labor employment contracts and engagement 
contracts. 


5. Instituting a sound system of labor insurance. Only by charging society 
with the responsibility for guaranteeing the livelihood of workers, will 
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enterprises be capable of instituting manpcwer mobility, and dare to do so. 


6. Formulating labor legislation, which should include a wage law, a labor 
law, a labor union law, etc., to guarantee the rights of the workers. 


7. Instituting lifelong education. 


8 Strengthening labor management and changing government functions. The 
labor management departments shall become centers and overall departments for 
information on manpower supply and demand; the readjustment of manpower, 
balancing out its supply and demand, and examination of qualifications must 
become the basic function of manpower management departments. 


9. Instituting an enterprise bankruptcy law. Opening up manpower markets 
will certainly cause the bankruptcy of certain enterprises which perform 
poorly and cannot make a profit, due to their losing manpower. On the other 
hand, only by instituting enterprise bankruptcies will manpower be able to 
enter the market and attain free mobility. 


10. Change of ideological concepts. We must change the socialist concepts of 
"everybody eating from the same big pot" and of having an "iron rice bowl," 
as well as the traditional seeking unperturbed immobility, making concessions 
to achieve one's purpose, the idea that one can only move upward, also the 
mentality of constant dependence and habits of servility, as well as other 
traditional concepts of every hue and shade. 


IIl. How To Open Up a Manpower Market 
In summary, we propose the following tentative plan: 


1. Structural opening up. We propose first to open a market for specialized 
and highly qualified workers, then to open up a market for ordinary workers; 
or, first to open up markets with a designated direction of manpower fiow, 
then open up markets with free mobility of manpower, etc. 


2. Level-by-level opening up, i.e. first open markets for high-class 
manpower, then markets for skilled workers, and finally mz >kets for ordinary 


manpowe:'. 


3. Regional opening up. The order to be: from county to province 
(municipality) to the nation as a whole. 


4. Opening up in a well-coordinated way between central and local 
authorities. Market for high-class manpower to be opened up on a nationwide 
scale. Markets for skilled workers to be opened up on a provincewide 
(municipality) scale. Markets for ordinary workers to be opened up at the 
level of prefectures and counties, thus forming a unified market of various 
levels. 


5. Opening up with well-coordinated controls. a) Mobility under complete 
plan control, which would mainly be concerned with the outflow of manpower 
from China; b) basic integration of planned with partially free mobility, 
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suited for the supply of manpower to areas of shortage, for instance, to the 
labor-intensive construction industry; c) basic integration of free 
mobility with partially planned mobility; surplus manpower in rural areas and 
manpower for industrial enterprises must be subject to the state's 
macroeconomic guidance and control; d) labor markets allowing completely 
free mobility of manpower. 
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POPULATION BCONOMLC 


BIRTHS INCREASE THREATENS POPULATION TARGETS 
HKO10712 Beijing CHINA DAILY in English i Jui 8&7 p i 
{By staff reporters Guo Zhongshi and Wang Donstai | 


[Text] An upsurge of second births amonz China’s rural familics, while the 
govermaent is cncuuraging “one couple, one child,” is icopardizing he attempt 
to limit the populations to within 1.2 billion by the year 2000. 


Alarming State Statistics Burcau figures show 40 percent of rurul women have 
Kiven birth to three or more children ever the past several years. 


Since it started to effectively implement birth control policics carly in the 
1970s, China has achieved considerable success in reducing the natural 
population growth rate. 


But he rate picked up in 1981 and soarcd again in 1986 when the matural growth 
rate reached 14.08 per thousand, the highest in 4 yeurs, the burcuu suid. 


Compared with 1985, the manbet of 2nd births last vear climbed by 1.37 million 
people to 6.92 million wi > number: of 31d or more births topped 2.88 
million, 240,000 more than thé previous yeur. 


The bureau blumed the rise on the iim-rcusc in the number of chiid- bearing 
women, curly mrriadge, especially in rural arcas, and an upsurte Of mulliptc 
birtas. 


Tn 1984, family planning organizations in several provinecs such as) Shandong, 
Liaoning and Shaanxi started to relax control over Jocal fumily plumuning by 
allowing fumilics with one dauehter to have unother child. 


Although this “small lcaukh” was only granted to arcas with strom Jocal 
leadership and strict birth control arvanizalions, the burcau suid the result 
has been a sharp increase in secur) births, causing a much more scrious breach 
of birth contvo] policies in other revions. 


By the end of 1986, 70 percent of Shandong Province villages were on the list 
for permission to have fa] second chiid. Bul 80 percent of the extra births 
including the third or more children for some fumilics were found in villages 
with oul. permission. 


62 








‘ ’ 


face Province, where Ciexagbilits was aise esiven fon femily mlingane 
comtrols. mimy people huve eiaven birth to them chin child siuee i850. Tie 
titwwe ¢ Of Sed or mor. -hikidecn caecrcased Grom (sos God te iat sci 7 
$10, FOO, the Duane said. 


fal is seated ther excumpies cto peo idiai, qosthy oiumintei apcos vhewe (he) 1+ tects 
is wehativels ceveluoped, arc not the worst in che country. 


foo orerions eheve Une ecomomy is. vadordevec hoped. pecpe isami dae faye agen 
chiddren than in developed preas. Tt is alse diftieutlt for the laucauu to 
gainer [resus foe thease regions. 

Taesgep ics hat the cate of mull baeths baa cleesspect corte fl aby baste me ead 
the oragber Gf vomen Gn rured cecas between 30 cual doo who have more tbiua tec 
ehildeon siitl foms G2.5 pomeent of the counter". letad, oo wee ber mena Pow 
the laaree- semado increase Of Chrivee’s peopattaat toa. 

Theiss ts mdse the mont dilfiewit: pat of Ching’s tiecih coment work, thee iteccies 
sed. Tt ureter) the relevant chepestagents to takhe Cifeciive metawes bss pau ean 
spel tor ecctaras Esibaecs. 


‘eoometile go semingr on poparl.taegy is feces beobel tee Coa psim., 


The Reset. shoputs directer of th Fetuention. Sevomec,. axl Cultural Commiticoe of 
the Nafaonal Poople’s Comeress. send the proisicm of mopulatica cauieod bas 
tence: the “hordest mit. to cruch” for the wortd. 


Specubinw af the T9887 Summer Somicce on Popatlattea, te swasd the tesrtet tace. dial 
alan © billion people and would have 6.1 billion in Zuub. 


Astaohes 60 poroont oF the vert’ payatintiem., The proisicm has tices -rcci 
coonamic deve lopmemat armel ne raisiue of Liviae stresnhird in mui «camtrics. he 


witha. 


Chiaa’s jeqariation doubled Crom 600 matbtom tes Lota tite i 3 secaec.. cus 
Ix-trmingd tm the 1970s, famits plemmine progrades have been carried cut 
thicsnthiowt the combev, be sae, 


Some prope sav that the govermment’s popaudation combeoi poloe, viodatan 
people ’s right to reproduce theme Ives. but the chacee is “totalls 
croumdloss.” he said. 


He saad he iis wloured to leant memay cxagitirties are qurvseqc poltotesn of 
popttiation Ccontrel cud making feeul achicevemetts. 


fiom Dawe, chegatty purescichopat oof the: Catena Poopaadeci tea Ascacieiticai. cote! stmt tart 
wes impauclant nok becouse poople hur durctee the tabs boow of [ibd to 177 
pete bewitusine fis wot mpartieai. 

sV!S“NE2 

(SO: 4020/2385 


e*R 


63 














POPULATION ECONOMIC 


BEIJING HOSTS INTERNATIONAL POPULATION SEMINAR 
(W291014 Beijing XINHUA in English 0957 GMT 29 Jun 87 


[Text] Beijing, 29 Jume (XINHUA)--Over 70 population researchers from 14 
countries in the Asia and Pacific area are participating in the 1987 
International Population Seminar which opened hcre today. 


The 18th summer seminar on population is aimed to promoting the study of the 
science of population, population control and family plauning through academic 
exchangcs, said a meeting organizer. 


The: seminar wil] mainly focus on the discussion of population und cconomic 
development in China, which boasts more than one fifth of the world’s 
population, including China’s population censuses and surveys, China’s family 
plaming programs, and analysis of results of china’s population policy, the 
organizer suid. 


Cospunsored by the Nationa] Research Center for Science and Technology for 
development under the State Science and Technvlogy Commission of China, the 
Beijing Institute of information and Control, und the Population Institute of 
the U.S. East-West Cocnter, the scminar vil] last 1 weck in China after having 
been in session for 2 weeks in Huwaii. 


Beside 10 representatives from China, the other participants are from 
Bangladesh, Indiu, Indonesia, Japan, Malaysia, Nepal, New Zealand, Pakistan, 
the Philippincs, Singapore, Sri Lanka, Thailand and the United Stutcs. 


It is Jearned thut. China is preparing for the sccond seminar of Asian 
congressmen on population and development to be held in September this year. 
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TRANS PORTATION ECONOMIC 


SUPERHIGHWAY CONSTRUCTION PLANS LISTED 
OW060626 Beijing XINHUA in English 0612 GMT 6 Jul 87 


[Text] Beijing (CEI)--Six super highways, covering 244.7 kilometers, are now 
under construction in China, and preparations are underway for another three. 


The six super highways now being built are: 
-- the 20.4-kilometer four-lane Shanghai-Jiading highway; 


-~- the 20.6-kilometer four-lane Xinzhuang-Songjiang highway located outside 
Shanghai; 


-- the 20-kilometer Xi‘an-Lintong highway in northwest China; 


the 15.7-kilometer Guangzhou-Foshan highway; 


the 58-kilometer Guangzhou ring road; and 


the 110-kilometer Hefei-Xige highway in Anhui Province, which is part of 
the planned Hefei-Nanjing super hignway. 


The three projected super highways are the 143-kilometer Beijing-Tianjin- 
Tangshan highway; the 43.5-kilometer Humen-Shenzhen road, which is part of the 
projected Guangzhou-Shenzhen super highway; and the 280-kilometer Shangnai- 
Nanjing highway. 
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PRC MEDIA ON FOREIGN ECONOMIES ECONOMIC 


GORBACHEV CALLS FOR ‘RADICAL’ ECONOMIC CHANGES 
OW260853 Beijing XINHUA in English 0703 GMT 26 Jun 87 


[Text] Moscow, 26 Jume (XINHUA)--Soviet leader Mikhail Gorbachev Thursday 
demanded radical changes in the way Sovict managers are allowed to run their 
enterprises, saying the country is still plagued by conservatism and 
bureaucracy. 


Addressing a session of the commamist party’s Central Committee in Moscow, 
Gorbachev said the independence of industrial cnterprises form state control 
should be increased and major reforms are needed in plamning and pricing 
sysloms. 


"Sliress in the state Planning Committee’s work should be shifted to dealing 
with the fundamental tasks of social and economic development and ensuring 
overal] balance in the national economy,” he said. 


As outlined by the 56-year-old Gorbachev, the ministries and other central 
departments should not meddle in enterprises’ day-to-day decisions. 


Gorbachev signuled that enterprises may decide in the future what they will 
produce and se]l uccording to market demand rather than the wishes of central 
planners. 


In the past, Soviet enterprises operated according to state orders and had 
little decisionmaking power. Gorbachev believes such an cconomic mechanism 
restrains cconomic development. 


Stressing the need to introduce genuine cost~accounting and self-financing in 
entcrpriscs, the Sovict leader said it is necessary to have competition 
between state-run enterprises in order to meet the needs of society and to 
curb the monopoly position now enjoyed by some cnterpriscs. 


The success of economic and social refomns under way in the country depends on 
change from lclow--that is, from the enterprises thomselves--Gorbachev said. 


The changes in economic management have not gone far cnough in the past 2 
years: becuuse of conservatism and burcaucracy, Gorbachev suid, adding that a 
"pachuge" of reform measures should be approved by year’s-‘end. The new 
package is ncccssary to pursue his campaign to streamline the nation’s econumy 
and improve quality and productivity, he said. 
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The Soviet economy stagnated in the late 1970’s and early 1980’s under an 
inefficient economic management system. The gap between the Soviet Union and 
Western nations in terms of productivity, the quality of goods and science and 
technology subsequently began to widen. 


Soon after taking office as the party’s general secretary 27 months ago, 
Grobachev called for nationwide economic reform to speed up the country’s 


sluggish cconomic growth and great efforts have been madc in this regard since 
then. 
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Pt MEDLA ON FOREIGN RCONCMIFS BLONCA LCS 


HUNGARIAN MINIs tid: CRurs. ALIs®ANCE UF RANARUPIN'S 
(W261904 teiiing XINHUA im English 1745 GM? 2b Jun 87 


Pont] Bradasest.. 26 Jume (NINHUA)--lungaryv’s cnterprises that run repeated 
deficits aust go bankrupt to reduce the burden on the state’s red-ink lulget, 
tins Kast Claw maiiieai’s @inmanes minister told the Natiomal Assembly CLuoday. 


(m the Last doy of the asscanbhls's 2-chiv sumacr session, Fimixx: Minister Peter 
Molgsess, saic ifawoiry’s Lawigeci deficit) for 14%b reached aor: than 16.9 
billion feerats (1.06 billion U.S. dollar). wom than twiec the expected 
figeun:. 


He tolomcsnt the Larger detiicit on production shortfalls form planned levels, a 
0.5 pormermat drop in incom: awi 3.5 pensnt prise jn spending from tarects. 


Lower thon expected growth in output meant that payments form enterprises fell 
slept by 2 ba dlion forint: (2.08 billie U.S. dollam) while state subsidies 
surpass 16 (362.3 million U.S. dollarcs) billion forinis, he said. 


The Weyccmecat spent an cxtru JO billion forintes (224.4 million U.S. dejlars) 
last vow bo stpport monev-losing industries, oa situation Chal must change 


this vera, be ssi’, 


He oatbed for the asseanbly to eul the 1987 bradget deficit from the plamn«l 
J5.5) te: 40 toillion foriats (079 million U.S, choblars). 


The coul miging, construction ond five other industries had th: buth of the 
thabkey-desees, Adtieuliural oeodtaciion units meek up LO poreent of the total 
deficit cdheopsuetomeat:s. 


The report suid changes in outyui also addkad 1.15 billion forints deficit to 
Glace inedatesi. 


Room from cilizon’s taxis cxcecded the planmawd figure by 3 billion furints 
(O83 million U.S. dollars) to reach 26.7 billion forints (604.6 million U.S. 
dollars), he reported. 


fn binis session, the assembly also discussed reports from the minister of 
Hashion: seed Obes chacd of the: mational of free of cay ireoument amt pature 
proloeh ican. 
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AGRICULTURE ECONOMIC 


JIANGXI TOBACCO AREA--This year the area sown to flue-cured tobacco in 
Jiangxi Province is 70,000 mu; the area sown to sun-cured tobacco is 
50,000 mu, and the total area sown to tobacco has increased 100 percent 
over 1986. [Excerpt] [Nanchang JIANGXI RIBAO in Chinese 9 Jun 87 p 1] 


GUANGDONG SUGAR OUTPUT--As of the end of April, Guangdong Province had 
produced 1,880,000 tons of cane sugar, and 400,000 tons of sugarcane were 
being pressed. It is estimated that the total output of cane sugar will 
be 1,920,000 tons. [Excerpt] [Beijing NONGMIN RIBAO in Chinese 29 May 87 


p 1) 


NEI MONGGOL AFFORESTATION--According to statistics, as of the middle of 
May, the Nei ol Autonomous Region had afforested 265,538 hectares, 
accounting for 50 percent of the annual plan. In addition, the region 
raised 2,810,000 yuan of funds for forestry development. [Excerpts] 
[Hohhot NEI MENGGU RIBAO in Chinese 10 Jun 87 p 1] 


NEI MONGGOL FARM SUPPLIES--In the first four months of 1987, the Nei 
Monggol Autonomous Region procured 376,000 tons of chemical fertilizer, a 
26 percent increase over the same period in 1986, and sold 437,000 tons, 
a 4.4 percent increase over the same period in 1986. Pesticide and 
lastic film sales increased 168 percent and 109 percent respectively. 
lExcerpts] [Hohhot NEI MENGGU RIBAO in Chinese 9 Jun 87 p 4] 


ANHUI SUMMER GRAIN--Estimated summer grain output for Anhui Province is 
7,221,000 tons, an increase of 352,000 tons over 1986, or 5.1 percent. 
Estimated wheat output is 6,843,000 tons, an increase of 278,000 tons 
over 1986, or 4.2 percent. Estimated rapeseed output is 1,084,000 tons, 
an increase of 177,000 tons over 1986, or 19.6 percent. The area sown to 
summer grain was 32,114,000 mu, an increase of 806,000 mu over 1986, or 
2.6 percent. The area sown to rapeseeds was 14,283,000 mu, an increase 
of 2,764,000 mu over 1986, or 24 percent. [Excerpts] [Hefei ANHUI RIBAO 
in Chinese 14 Jun 87 p 1] 
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GUIZHOU GRAIN PRICES--According to Guizhou provincial statistics, at the 
beginning of May a kilogram of husked rice was 0.894 yuan, an increase of 
11.1 percent over January, and a 31.4 percent increase over the same 
period in 1986. A kilogram of wheat was 0.622 yuan, an 11 percent 
increase over January, and a 21.9 percent increase over 1986. A kilogram 
of corn was 0.614 yuan, a 14.8 percent increase over January, and a 18.1 
percent increase over 1986. A kilogram of soybeans was 1.125 yuan, a 4.2 
percent increase over January, and a 13 percent increase over 1986. A 
kilogram of glutinous rice was 1.148 yuan, a 1.3 percent increase over 
January, and a 27.5 percent increase over 1986. [Excerpts] [Beijing 
NONGMIN RIBAO in Chinese 23 Jun 87 p 2] 
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BRIEFS 


UNTVERSITY ‘VOLUNTEERS’ FUR REMITK 4REAS--Beijingt, Jum: 16 (\LNHUA)--Some 42 
percent of the graduates of Lbe Shanghai lulylovhnical University have 
expressed inverest in workung in romole areas after ¢radusation, CHINA YOUTH 
NEWS reportod today. Aceordim to the paver, |ive sruduates have already 
Sidmesd ceomtracts welb doverument units in Yumen, agreeing to work alter 
drimvbkestion in Unc inlaaxd provimes in svulhbwest Uhbina. Another 15 graduates 
Poo Chins’ Bei jit tmiversily have cxpressed their desire lo go lo remote 
mevus uel work in weussruols unmivs were they are most meudted, Ube paper said. 
[Excorptls| (Geijimg AINHOUA in Getlish O142 CATT Lb Jun 87 UW] /666Z 
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MILITARY, PUBLIC SECURITY 


NAVY CONDUCTS SURVEY OF SOUTH CHINA SEA 
HK240439 Beijing JIEFANGJUN BAO in Chinese 6 Jun 87 p 1 


[Report by Jiang Rubiao (3068 3067 2871) and Han Jun (7281 6511): “Navy 
Conducts First Hydrometeorological Survey of South China Sea"] 


[Text] The first hydrometeorological survey of the South China Sea 
conducted by the Navy has provided a scientific basis for exploiting marine 


resources and strengthening the building of the naval war theater. 


According to statistics, up to mid-May, the flotilla participating in the 
survey traveled over 7,300 nautical miles, surveyed 600,000 square km of 
sea, completed a survey of 14 sections and 68 sites, and obtained over 
140,000 groups of consecutive and large-area observational data from the 
1l layers down to a depth of 300 meters, thus filling in the gaps in the 
data obtained from the South China Sea. 


The vast and deep South China Sea is an “underwater treasury" abounding 

in natural resources. To exploit the marine resources and strengthen the 
building of the naval war theater, it is necessary to use various means in 
conducting on-the-spot surveys of the South China Sea to learn of changes 
in current, temperature, salt content, density, sound velocity, and other 
factors. In March this year, the survey flotilla of the South Sea Fleet 
left for the South China Sea for the first time. Under conditions of 
limited working personnel, heavy tasks, and great risk, the officers and 
men overcame the difficulties of deep water, violent waves, a long-distance 
voyage, seasickness, and temperatures above 40 degrees Celsius, obtained 
groups of valuable data with their indomitable will, and fulfilled their 
first large-area, deepwater, multilayer, and multifarious hydrometeorological 
survey ahead of schedule, 
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MILITARY, PUBLIC SECURITY 


PLA 1986 AIR FORCE, NAVY TRAINING ACHIEVEMENTS 
New Pilot Training Division 
Beijing RENMIN RIBAO in Chinese 5 Jan 87 p 4 


[Article by reporter Qi Hanxiao [7871 0698 4562}: "Outstanding Training 
Achievements Made by Air Force's New Pilot Division") 


[Text] Wuhan, 3 January (XINHUA)--With outstanding achievements the People's 
Air Force's first new pilot training division overfulfilled its 1986 training 
plan, initially proving the success of this major training refors. 


This training division was reconstructed from a combat division early last 
year, and its mission is to train new pilots who have graduated from flight 
school. It changes the past practice of putting flight cadets who have 
graduated from flight schools directly into combat units, and it establishes a 
new training system in which new pilots go to a training base from flight 
school before being sent to combat units. 


The new pilot training division has a complete set of military training, 
ideological and political work, and logistics support systems suited to the 
characteristics of new pilots. Its training is comparatively regular and 
systematic. Its training capacity is high. The number of new pilots trained 
in 1 year is double that trained in combat units; in general the number of 
flight time annual quotas completed are a third more, and the training period 
has also been greatly shortened. 


The first group of new pilots trained by the divisions only used half the time 
of the training period in the past to complete training in the principal 
topics of aerial combat, instruments, and night navigation. The new pilots 
master skills quickly, have fewer accidents than in former years, and have a 
strong capability for handling special situations. After being trained here 
for 1 year, the new pilots fill vacancies in combat units. They can undertake 
operational duties, which relieves the combat units from the burden of 
training new pilots. 
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Navy Has Outstanding Results 
Beijing RENMIN RIBAO in Chinese 31 Dec 86 p 4 


[Article by reporter Huang Caihong [7806 1752 5725]: "Navy Has Outstanding 
Results in Military Training This Year"] 


(Text] Beijing, 30 December (XINHUA)--Data from three fleets and the Navy's 
air arm shows that this year the Navy got outstanding results in military 


training. 


As of the end of the year, the number of training days at sea of the Navy's 
vessels had increased 11 percent over the number in the past. Under 
conditions of nuclear or chemical warfare, the submarine chasers scored good 
marks in sea and air firing, and the shore-to-ship missile’s success rate in 
over-the-horizon launches was 100 percent. In minimum-altitude flying 
techniques and tactics, the combat regiments of the Navy's air arm attained 
the international level for aircraft of the same type. The Navy's Marine 
units sent out amphibious tanks, amphibious armored vehicles, engineers, 
chemical defense personnel, missilemen, and marines to take part in landing 
operation exercises involving the coordination of many kinds of vessels and 
aircraft, which showed their capability for rapid reaction and for intgegrated 
operations. 


Since the beginning of this year, the Navy's submarine units have constantly 
gone out of the "family door" far into the ocean, where they began combined 
arm@s training. Close to 100 commanders led ship formations that carried out 
combined training far out in the ocean, thereby improving their organizational 
and command capability. In the summer of this year, a combined formation at 
sea of many vessels and service arms, in a sea zone of the Pacific Ocean, 
carried out three-dimensional combined arms training on the surface, under the 
water, and in the air, completing more than 40 training topics involving 
coordination of a high degree of difficulty and taking a new step in training 
at sea. This year the length of time that the Navy's submarines spent in 
training in long voyages were unprecedented. 


Air Force Combined Training 
Beijing RENMIN RIBAO in Chinese 31 Dec 86 p 4 


(Article by reporter Sun Maoging [1327 5399 1987]: “Air Force's Combined Arms 
Tactical Training at All-Time High"] 


[Text] Beijing, 30 December (XINHUA)--The combined arms tactical training of 
our country's Air Force is at the highest level in history, and 80 percent of 
the combat air regiments taking part in tactical exercises got good marks. 


After streamlining and reorganization, the Air Force's military training 
switched from making technical training primary to making tactical training 
primary, from making individual-pilot training primary to making training of 
the whole groups of pilots primary, and from making single-aircraft type 
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training primary to making combined arms training with many types of aircraft 
and many service arms primary. 


The Air Force in all military regions paid attention to combined arms tactical 
training of service arms and aircraft types within the Air Force, and also 
took the initiative to carry out with Army units combined arms tactical 
training under conditions of modern warfare, so that the tactical and 
technical levels of the air arm rose markedly. 


According to statistics from the relevant Air Force departments, in the Air 
Force's fighter plane regiments, the first-round hit rate when firing live 
ammunition reached 90 percent, and 80 percent of the bomber units got 
excellents marks in bombing with live bombs. Compared with the same period 
last year, the rumber of pilots who became combat effective in the four types 
of weather rose 9.7 percent. 
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MILITARY, PUBLIC SECURITY 


PROGRESS, CURRENT STATUS OF ARMORED CORPS 
HK241017 Beijing JIEFANGJUN BAO in Chinese 5 Jun 87 p 1 


[Report by Wang Fuli (3769 2105 3680): "The Prospering Tank Family of th 
PLA"] 


[Text] The PLA armored corps has constantly made progress in its moderniza- 
tion process. Now the PLA ranks third among its foreign counterparts in 
number of tanks; within the PLA mechanized group army, the number of tank 
battalions and armored infantry battalions now accounts for more than half 
of the Army's fighting battalions. Armored units have already become the 
major land battle shock force. 


The tank has been used on the battlefield for more than 70 years. The 
first tank used in the PLA was a Japanese tank acquired in 1945. During 
the initial period after its founding, the PLA armored corps was mainly 
armed with tanks left by the Japanese Army and those captured from the KMT 
army. In the late 1950's, China manufactured a type-59 medium tank on 

its own, and thus filled the gap in the development of tanks in the country. 


In the wake of the introduction of advanced technology, the fighting 
technical features of the PLA new-type battle tanks have been generally 
improved, and the Army's ammunition technology, fire control systems, 
protection and communications technologies have reached world advanced 
standards. Today, the PLA armored corps is capable of destroying tanks with 
compound armor. A new protecting structure enables PLA tanks to operate 
under nuclear and night fighting conditions and to cross rivers. 


After over 3 decades’ efforts, the PLA armored corps’ weaponry has developed 
a considerable amount. An armored weapon system with Chinese characteristics 
which can meet the needs of modern warfare has been basically built up. 

Now the PLA has a strong tank family. Apart from main battle tanks, the 

PLA is equipped with amphibious tanks that can fight in river networks and 
paddy fields, and cross rivers; light tanks suited to battlefields in 

south China; and such specialized tanks as bridge-—building and mine cleaning 
tanks. The introduction of infantry fighting vehicles which fight alongside 
tanks have helped to increase the fighting mobility of the armored infantry 
units of the tank corps. And rew self-propelled antiaircraft guns have 
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increased the field air defense capacity of the armored corps. Now the PLA 
is armed with various types of self-propelled tracked guns, self-propelled 
rocket artillery, antitank missile vehicles, armored vehicles, communica- 
tions and command vehicles, recovery vehicles for tank rescue, repair 
vehicles, ambulances, transport tanks, and other vehicles for fighting, 
technical services, and logistics support. All these vehicles fight 
alongside tanks and have become indispensable members of the tank family. 
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MILITARY, PUBLIC SECURITY 


CHEMICAL DEFENSE TROOPS SET UP PROTECTIVE SYSTEM 
HKO70725 Hong Kong ZHONGGUO XINWEN in Chinese 0418 GMT 4 Jul 87 


[Text] Beijing, 4 Jul (ZHONGGUO XINWEN SHE)--Interviewed by this reporter, 
Jiang Zhizeng, director of the Chemical Defense Department under the 
General Staff Department of the PLA, revealed that China's chemical 
defense corps has set up a complete protective system embodying the 
principle of integration of the army and the people, integration of 
various arms of the services, and integration of peacetime and wartime 
needs; and corresponding efforts have been made in protection organiza- 
tion and training, fostering of qualified personnel, and development of 
equipment. The combined arms units now possess basic protective ability 
under nuclear and chemical war conditions. 


At present, China's chemical defense corps has already been equipped with 
complete sets of gas protection equipment, washing and disinfecting 
sprayer cars, shower cars, and car-mounted radiation detectors and toxicant 
detectors. And all the above equipment is entirely developed and made by 
China on its own. 


China's chemical defense corps is now able to develop certain protective 
equipment of a world advanced standard. At an international symposium 
on protection against chemicals used in warfare held in Stockholm last 
year, the China-made type-82 ventilated protective clothing against gas 
was highly appreciated by more than 400 specialists from more than 20 
countries. 


China's chemica] defense corps has completed pilot projects, including 

a project on battle zone nuclear observation and that relating to monitoring 
and reporting networks. The corps has experimented with support facilities 
for masterplan engineering, strong defensive engineering, and urban civil 
air defense engineering, and has established some militia and reserve 

duty chemical defense units as well as a professional chemical defense 
contingent for civil air defense. 


The main task of China's chemical defense corps is to provide protection 
to the Army under nuclear, chemical, and biological warfare conditions. 
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The corps is composed of observation, reconnaissance, washing and disin- 
fection, flamethrowing, and smoke releasing units. Armed with fairly 
advanced light flamethrowers, the chemical defense corps serves as an 
attacking force directly supporting the infantry and has become an 
indispensable component part of the PLA in actions combining different 
arms of the services. 


At the moment, China's chemical defense corps is engaged in research into 
rescue in nuclear and chemica’ industrial accidents and is making contri- 
butions to national economic construction in giving full play to its 
superiority in equipment. 
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MILITARY, PUBLIC SECURITY 


STRATEGIC ROCKET FORCE MAPPING DADUI COMPLETES MISSION 
Beijing JIEFANGJUN BAO in Chinese 23 Jan 87 p 1 


[Report by Wang Tianming [3769 1131 2494] and Zhang Menggao [1728 1322 7559]: 
"Drawing the Divine Sword To Measure Heaven and Earth") 


[Text] At a results exhibition held by a survey and mapping dadui of the 
Strategic Rocket Force in the middle of January, this writer learned that the 
dadui, which was formed 10 years ago, has operated successively in more than 
20 provinces of China, traveled a little over 500,000 km, surveyed nearly 
10,000 points and border areas, and drawn over 1,000 terrain maps. It has 
fulfilled in outstanding fashion the mapping support mission needed for 
China's missile units’ modernization and future operations, for which it has 
been commended many times by the State Surveying aid Mapping National Bureau 
and the PLA General Staff Department's Surveying and Mapping Bureau. After 10 
years of all-around work, it has become a surveying and mapping dadui 
possessing more than 10 specialties and has the capability to provide 
comprehensive survey and mapping support. It has vigorously developed the 
proper new techniques and opened new paths in survey and mapping support. 
Last year the Strategic Rocket Force held a combined-arms mobile launch 
training exercise. After repeated demonstrations, the dadui boldly applied 
new techniques and measures, tackled one difficult technical problem after 
another, and, with new methods that raised their work efficiency threefold, 
completed on schedule the survey and mapping mission in the mobile launch 
exercise. 


The cadres and fighters of this dadui have a'so vigorously begun scientific 
research on the survey and mapping support of missile launches. Setting 
strict demands on themselves, they selected a certain region with many terrain 
changes and a complex geological structure, and began survey and mapping work 
on a grand scale in it. Working without letup for more than 4 months, they 
climbed more than 200 mountain peaks, walked more than 3,000 kilometers, and 
surveyed an area of more than 100,000 sq km in completing their survey and 
mapping mission of several hundred gravitational points and density points. 
All the results were of excellent standard, and they wrote a scientific and 
technological treatise of more than 20,000 words. These results not only 
provided valuable data for improving the targeting accuracy of missiles, but 
also possess scientific value for our country's four modernizations. 
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MILITARY, PUBLIC SECURITY 


TRAINING IMPROVES AIR FORCE COMBAT EFFECTIVENESS 
HK230921 Beijing XINHUA HONG KONG SERVICE in Chinese 0230 GMT 22 Jun 87 


[Report by Correspondent Liu Jia (0491 0163) and Reporter Cai Shanwu 
(5591 0810 2976): “China's Air Force Has Strengthened Its Combat 
Effectiveness" ] 


[Text] Beijing, 22 Jun (XINHUA)--In the process of its modernization 
drive, China's Air Force has been carrying out scientific research and 
applying modern technology and military theory to its military training 
over the past few years. The Air Force has now made 4,500 scientific 

and technological achievements and has effectively strengthened its combat 
effectiveness. 


Over the past few years, China's Air Force has extensively applied lasers, 
micro-electronics, artificial intelligence, and other modern science and 
technology as well as advanced militaiy theory to military training, the 
development of new weapons and new military equipment, the aircraft repair 
industry, meteorology, logistical support, and some other aspects. 


During the 1950's and 1960's, when carrying out ground training, the 

pilots of China's Air Force used only simple flight simulators, so they 
could not learn complicated tactical flying skills. Now, with the extensive 
application of computer technology, China's Air Force pilots can carry out 
flight training by watching a variety of vivid combat scenes on the computer 
screen. By carrying out flight training in the new flight simulators, the 
pilots can learn a series of extremely difficult flying skills, such as 
daytime and nighttime spiral, stunt, formation, and attack flying. While 
carrying out various types of training, the pilots can get a sense of 
reality in terms of vision, sound, movement, load, etc. 


In carrying out combat training, the various arms of China's Air Force 
have extensively used dozens of pieces of laser and electronic simulation 
equipment which are of either advanced domestic standard or advanced inter- 
national standard, such as air-to-air and air-to-surface aircraft firing 
simulators, computer-controlled aircraft missile launching simulators, 

and have not only greatly narrowed the gap between flight training and 
actual aerial combat but also saved a lot of training funds. 
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China's Air Force has applied the latest micro-computer technology to such 
fields as the formulation of aerial combat plans, military maneuvers, 
military command, the gathering of the statistics of flight training, and 

so on. The extensive application of various modern technologies has enabled 
China's Air Force to have achieved twice the result with half the effort. 


Because of the extensive application of new technologies and new equipment, 
China's Air Force has now acquired a high standard of combat effectiveness 

in such fields as carrying out long-range aerial combat, realizing high-speed 
aerial mobility, launching violent air raids, and forming an effe:tive air 
defense. 
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MILITARY, PUBLIC SECURITY 


LIAOWANG REPORTS DEVELOPMENT OF AIRBORNE TROOPS 
HK060943 Beijing LIAOWANG in Chinese No 25, 22 Jun 87 p 33 


[Article by Cai Shanwu (5591 0810 2976): “Airborne Troops--Soldiers and 
Generals From the Sky"] 


[Excerpts] The PLA airborne troops are an important arm of the services 
and play an important role in the modern three-dimensional war arena, 
Over the past 30-odd years, the PLA airborne troops have developed into 
a modern arm of the services consisting of infantry, artillery, comnuni- 
cations, engineering, chemical defense, and air transport troops. 


The airborne troops should be able to march on land as well as fly in the 
sky. As soon as new recruits are enlisted, they begin to learn the basic 
military skills of the infantry, going through arduous training on the 
ground, while undergoing strict training in the sky. 


After the 3rd Plenary Session of the llth CPC Central Committee, the PLA 
airborne troops party committee mobilized the commanders and soldiers to 
take the road of reform, and to work hard to explore a way suitable to the 
buildup of China's paratroopers in training. Starting with 1984, they 

have changed the backward way of training, in which veterans and new 
recruits were under training "in the same big pot," as adopted all through 
the years, and a new training system was adopted with veterans and new 
recruits uncergoing training in separate programs, along with a new system 
of training in separate programs for different categories of weapon, and 

a system of concentrated training for new recruits. This enables the troops 
in action to maintain a new pattern of being always at full strength, and 

to step up the pace of bringing up qualified people; moreover, the efficiency 
and quality of training have been greatly elevated. 


At present, China's airborne troops are fully equipped with all branches, 
with a complete and perfect establishment of all specialities. Based on 
airborne action needs, eight arms of services are established under China's 
airborne troops, including navigation, technical reconnaissance, infantry, 
artillery, engineering, chemical defense, and motorized troops, with a 
subdivision of 36 specialities. 
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The war exercises of airborne action troops are developing in the direction 
of field operations. Beginning in 1984, China's airborne troops have 
completed the tasks of combat skills training in more than 10 categories 

of terrain, such as plains, paddy-field water networks, hilly woods, 

sobi, mountains, and hilly areas. They are making all kinds of preparations 
for the troops to take part in multi-dimensional and all-weather action, 

and have scored outstanding accomplishments, 
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MILITARY, PUBLIC SECURITY 


IMPROVEMENTS IN SUBMARINE FORCE TECHNOLOGY 
HKO70514 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0847 GMT 5 Jul 87 


{Article by Shen Shungen (3088 7311 2704), selected from KEJI RIBAO dated 
27 June: "China's Growing Submarine Force"™] 


[Text] June 19 of this year was the 33d anniversary of the establishment 
of China's first submarine force. China's submarine force had only four 
old-fashioned submarines 33 years ago. However, it now has developed into 
a relatively strong underwater attack force. Foreign military experts 
have listed China as one of the five submarine powers in the world. 


The most outstanding characteristic of a submarine is that a submarine 
can hide itself under water, has strong endurance, is very self-reliant, 
and is capable of launching surprise attacks. China has a long coastline 
and over 5,000 islands, so China has always attached great importance to 
the development of its submarine force. As early as in 1954, Chairman 
Mao Zedong and Premier Zhou Enlai personally approved the selection of 
more than 100 university students and senior middle school students from 
the whole army to form China's first submarine force. Today, those over 
100 seeds have blossomed and borne fruits. Some of them have become experts 
in or professors of submarines and others have become senior commanders 
in the submarine force. The submarine force they formed decades ago has 
now become a powerful attack force of China's Navy. 


The submarine force is an arm of the services with highly sophisticated 
equipment and technology. Therefore, the establishment of a submarine 
force is bound to touch upon various aspects of modern science and 
technology. When the submarine force was first established, China's Navy 
also established its submarine school which became the base where the 
qualified personnel were trained for the submarine force. Today, the past 
submarine school has become a submarine institute with all types of 
equipment and a completed variety of specialities. 


Along with the development of China's science and technology and the rise 
of China's industrial standard, the equipment and technology of China's 
submarine force have been continuously improved and updated. Submarines 
now serving in China's submarine force are all the above-medium-sized 
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submarines developed by China itself. Before 1960's, China's submarines 
only sailed in the coastal waters of the mainland China. Since the 1970's, 
China developed ultralong-wave and high-power radio stations which have 

not only enabled China to extend its underwater communications to the rest 
of the world but have also greatly improved China's navigation equipment. 
China's submarines have begun to sail in the sea waters ofthe Xisha 
Archipelago, the Nansha Archipelago, and the sea waters of the western 
Pacific Ocean. China also currently has nuclear-powered submarines, 
developed by itself, which sailed across the oceans last year, creating 

a new record in terms of sailing range, average sailing speed, and under- 
water period for China's Navy. In October 1982, China's submarines success- 
fully carried out the test launching of underwater rockets, which symbolized 
a new development in China's Navy equipment and technologies and showed 

that China's submarine force had entered a new historical development period. 
Liu Huaqing, commander of China's Navy, said: China's submarine force 

has become a powerful underwater attack force and a great underwater wall 

of steel guarding China's 10,000-1i coastal areas and territorial seas. 
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MILITARY, PUBLIC SECURITY 


ANTI-SUBMARINE TRAINING IN NORTH SEA FLEET 
HK231305 Beijing JIEFANGJUN BAO in Chinese 3 Jun 87 p l 


[Report by Li Zuomin (2621 0155 3046) and Yu Zhen (0151 3791): “North Sea 
Fleet's Naval Vessels Training Center Is Full of Vitality™] 


[Text] A scientific training system has brought about high efficiency. 

In the year since its founding, the surface vessel training center of the 
North Sea Fleet has fully displayed its superiority. All 13 vessels that 
received full and short-term training at this center have fulfilled the 
requirements of the training outline. Of these vessels, two submarine 
hunters spent just over 3 months at the center to complete a full training 
program that in the past took an entire year to complete. 


After a year's efforts, this training center has now benefited for the 
first time from the advantages of structural reform: 


The training cycle has been shortened. Making use of an anti-submarine 
training instrument, four submarine hunters completed in merely 3 days an 
anti-submarine training program that needs 7 days to complete at sea. 


Training quality has improved. By installing lifelike audio-visual 
simulation equipment, which serves as an efficient tool to carry out diffi- 
cult and rigorous training and to explore combat tactics, this training 
center has managed to expand training content and raise standards. With 
the help of the anti-submarine training instrument, a certain submarine 
hunter fleet conducted 97 simulated formation attacks and managed to raise 
its average hitting accuracy from 62.5 percent to 89 percent. 


Overhead fuel consumption has been reduced. As the training center uses 
simulating equipment to conduct training, the frequency of and time spent 
in ot:tbound training have decreased considerably, and damage to machinery 
and equipment, as well as consumption of munitions and fuel, have also been 
reduced, With regard to fuel consum:tion alone, so far a total of more 
than 300 tons of fuel has been saved, with both vessels undergoing full 


and short-term training programs taken into account. 
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MILITARY, PUBLIC SECURITY 


AIR FORCE COMMANDER INTERVIEWED 
HK180731 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0614 GMT 12 Jun 87 
[Report by ZHONGGUO XINWEN SHE reporter] 


[Excerpts] Beijing, 12 Jun (ZHONGGUO XINWEN SHE)--After 30-odd years of 
construction, the Chinese Air Force has developed into an armed service in 
which the air arm occupies the leading position and which combines various 
service arms, such as surface-to-air missiles, antiaircraft guns, radar, 
and airborne forces, and has established a comprehensive air defense system. 
It has considerable capability for long-range operations, high-speed 
mobility, fierce surprise attack, and air defense, and the number of its 
aircraft ranks third in the world. 


Wang Hai, commander of the Chinese Air Force, who returned from a visit 
to the United States not long ago, was interviewed by our reporter at 
his office today. 


Talking about the present weapon conditions of the Chinese Air Force, 

Wang Hai said: China has developed its own high-altitude, high-speed heavy 
and light fighter planes. It has attack planes and bombers with certain 
assault and bombing capabilities, as well as numerous types of transport 
planes, helicopters, and special aircraft with different functions. The 
airborne weapon systems and electronic equipment are also constantly 
upgraded and developed. In the field of air defense weapons, we have radar 
information networks of different formulas, frequency ranges, and structures, 
which have certain jamming capabilities; and surface-to-air missiles have 
developed into a surface-to-air interception system coordinating numerous 
improved types of missiles and antiaircraft guns. 


But the commander knows very well that there are still some gaps between 
China and foreign countries in terms of air force weaponry and that, over 
the next few years, China will concentrate its financial resources and 


manpower on developing key weapons which are up to the standards of the 1980's. 


Given the high tide of reform and opening up, the Chinese Air Force has also 
conducted several reforms. Changes in the composition of cadres are 
especially obvious. The incumbent commander, deputy commander, and chief 
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of staff of the Air Force have all been promoted from among pilots, and the 
Air Force commander, army commanders, and divisional and regimental 
commanders of the air units in various military regivws can pilot planes. 
Divisional commanders of air units can fly at thehead of a squadron to 
engage in aerial combat, most commenders of combat regiments can fly in 
four different kinds of weather conditions, and the commanding officers 

of air units at various levels know how to parachute. 


Grading all pilots is also an important component of the reform. Pilots 
are classified into four grades, namely, special grade, Grade 1, Grade 2, 
and Grade 3, according to various criteria, such as tactical and technical 
levels, flying time, and flight safety. Over 80 percent of the pilots in 
the Air Force have now been rated. The number of Category A flying 
regiments, which indicates the level of combat effectiveness of the Air 
Force, has increased considerably. 


The training of competent personnel has been put in an important positior. 
The Air Force has 26 institutes and schools with over 10,000 graduates 
every year, including pilots, middle- and high-ranking commanders, and 
various kinds of specialized technicians. Some institutes and schools have 
also recruited post-graduate students for Master's degrees, The Air Force 
has also reformed the training structure according to the needs of actual 
combat and put forward a three-grade training structure combining aviation 
schools, refitted training bases, and combat units, which reduces training 
time and improves training quality. 


When looking forward to the development prospects ofthe Chinese Air Force, 
Commander Wang Hai stood up. Waving his arm, he said: "It is necessary 
to build the Air Force into a revolutionary, modern, and regular people's 
air force, which is small in number but highly trained, which can be 
flexibly commanded, which is well-equipped and well-trained, which is both 
courageous and tenacious, and which has strong combat effectiveness, so 
that it can stand erect in the ranks of the world's air powers." 
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MILITARY, PU%LIC SECURITY 


NEED FOR FEEDBACK IN MUDERN COMMAND SYSTEMS 
Beijing JIEFANGJUN BAO in Chinese 23 Jan 87 p 3 


[Article by Lu Kemou [0712 0344 6180) and Xu Peihua [1776 0161 5478]: 
"Feedback and Command--Random Tak on the Science of Command"] 


[Text] Effective command cannot be separated from adjustment and control, and 
there exists in problems concerning adjustment and control a common activity-- 
feedback. "Feedback" is an important concept in cybernetics. 


In an operational command system, information received back is used to 
readjust the command and control center's originally issued information flow 
of commands, orders, and plans. Thus, effective adjustment and control 
enables one's forces press on toward the target. This is the principle of 
feedback in modern command theory. It stresses the dependent relationship 
between the input information that has the commander's decisions as its basis 
and the resultant information produced by the effect of this information on 
the object of control, and elaborates on the important role of feedback 
i .ormation and feedback adjustment in operational command. 


From the viewpoint of cybernetics, what are called the basic specific 
properties of an operational command system are the observability of the 
system, the stability of the system, the transitional specific property of the 
system, and the system's self-organizing capability. With the aid of 
feedback, these specific properties can be maintained and improved. 


We know that an important condition for whether a system can be controlled is 
an understanding of the process of change in the state of the system; if this 
is not understood, then the effort to use the role of control to change the 
State of the system is bound to fail. Therefore, it is extremely important 
to grasp the actual situation on the battlefield through feedback in a timely 
manner. Because feedback information shows the result of carrying out the 
input information of strategic plans and campaign (battle) plans, it is an 
important yardstick for evaluating whether the commander's decisions were 
correct and rational. In a multilevel feedback command system, by col.c:ting 
and enlarging feedback information at all levels, not only can we find out the 
structure, state, and characteristics of our own side's materiel flow and 
energy flow, bu. at the same time we can find out the dynamic processes of the 
mutual effect or the materiel flow and energy flow of the enemy and ourselves. 


90 














Therefore, feedback is the principal means of achieving observability in 
operational command systems. 


Operational command is an action with a specific aim. The principal 
indication for judging the stability of an operational command sysvem is the 
amount of deviation--the "target error"--in completing the strategic 
decisionmaking goal. That is to say, in a stable system, after it is 
disturbed from outside, the "target error" becomes smaller and smaller, that 
is, if there is a convergence nature in the transitional process, then the 
system is stable. Conversely, if the "target error" becomes larger and 
larger, that is, there is a divergence, then this unstable factor will cause 
disorder in the command system. During the process of operational command, in 
order to maintain and improve the stability of the command system, first of 
all one must strive to get, through the feedback information, the "target 
area," and thus provide a basis for the commander to make new judgments, take 
new decisions, and correct his original plan. At the same time as this, one 
must, througn the feedback adjustment, make all one's fendui able to apply 
effectively their troops and weapons so as to complete all their combat 
missions by reducing the "target error." 


An operational command system is an open system. It changes its matter and 
energy with the surrounding environment. Following the increase in the course 
of war, the consumption of equipment and materiel, and the personnel 
casualties, it is necessary to constantly replenish one's forces from outside. 
Under these circumstances, feedback information is able to adjust and control 
the direction, speed, and amount of the input and output flow. In this way, 
the phenonmenon of overcompensation can be checked, so that the system 
possesses good transitional specific properties. 


Armed forces are an armed group that executes special missions. Under the 
edification of long-term standardized environment, they form a command system 
in which each element possesses a good self-organizing capability. When 
changes occur in the outside environmental conditions and other factors, the 
system is able, in accordance with its preset functions, to change its own 
structure, causing the system to maintain the optimum behavior and action. 
Even if the feedback itself cannot produce this kind of self-organizing 
capability, it can promote the system's structure to achieve a timely 
adjustment. For example, take the case of improving the armed forces’ morale 
through political agitation. This kind of structure, which inspires the main 
part of the system's behavior--man's social behavior--can ameliorate and 
improve the system's self-organizing capability. Here we should emphatically 
point out that inspiring man's social behavior is a kind of positive feedback, 
and for reducing the "target error" and for exercising control and making 
adjustments we need to adopt negative feedback. The joint existence of 
positive and negative feedback in one system is one of the special signs of a 
social system and even a life systen. 


The role of feedback in command system is increasingly drawing the close 
attention of people. People now see that many operational command systems are 
a feedback system in which the levels are clearly demarcated and the grades 
form a system--a series-type feedback system. The more the number of 
successive steps in the system, the more serious is the phenomenon of "lag" 
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and distortion in information and the bigger the effect on the adjustment and 
control of operational command. Therefore, at a time when we are not yet 
equipped with new command systems that possess feedback functions and rapid 
communications, we should take appropriate remedial measures, for example, 


adopting feedback modes of the parallel construction type, in order to improve 
the feedback function of command systems. 
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MILITARY, PUBLIC SECURITY 


CHANGSHA INSTITUTE MEETING ON CADETS’ POLITICAL EDUCATION 
HK230811 Changsha Hunan Provincial Service in Mandarin 0000 GMT 23 Jun 87 


[Text] The PLA General Staff Department yesterday held an on-the-spot 
meeting at the Engineering Corps Institute in Changsha to discuss ideological 
and political education conducted for students at PLA academies. Attending 
the meeting were responsible comrades and representatives from the Central 
Propaganda Department, the State Education Commission, the PLA General 
Political Department's Propaganda Department, the PLA General Staff 
Department's political and engineering corps departments and academies, 

and the Guangzhou coordinated region's military academies, as well as 
responsible comrades and representatives from the party, government, and 
military organizations of Hunan Province and Changsha City. A total of 
more than 100 people attended the meeting. 


Addressing the meeting were (Liv Zhengtang), political commissar of the 
Engineering Corps Department under the PLA General Staff Department; (lian 
Junxun), deputy director of the Political Department under the PLA General 
Staff Department; as well as Wang Xiangtian, Standing Committee member 

of the Hunan Provincial CPC Committee and vice governor of the provincial 
government. 


In his report entitled: "Conduct Thoroughgoing Ideological Education, 
Devote Ourselves to the Cause of National Defense, Lay Sound and Solid 
Foundations for Grassroots Ideological Education, and Foster the Students’ 
Fine Political Quality That Suits the Needs of Grassroots Building is Our 
Armed Forces During the New Period," (Xing Huoba), political commissar of 
the Engineering Corps Institute in Changsha introduced his institute's 
experiences in this regard. 


Participants in the meeting unanimously n ted: "The Changsha Engineering 
Corps Institute has met the requirements for army building during the new 
period, strived to enhance the overall political quality of its students, 
and paid attention to reforming Marxist theoretical education, The 
institute was the first of the PLA General Staff Department's academies to 
establish a new political and theoretical curriculum and a special set 

of experiences and ways of doing things. The institute has trained for 
PLA units large numbers of qualified personnel who are politically firm, 
devoted to national defense, have struck roots in the grassroots, and are 
also welcomed by all PLA units. 


The Changsha Engineering Corps Institute held a parade prior to the opening 
of the meeting. 
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MILITARY, PUBLIC SECURITY 


EFFECTS OF HIGH TECH WEAPONS ON LOCAL CONFLICTS 
Beijing JIEFANG.UN BAO in Chinese 23 Jan 87 p 3 


{Article by Gao Rungiang [7559 3387 1730]: "Effects of High Tech Weapons on 
Local Wars") 


{Text} High technology usually means the most advanced technological groups 
in modern science and technology, and includes microelectornic technology, 
laser technology, artificial intelligence and computer technology, and so 
forth. Because high technology possesses a high degree of accuracy, 
sensitivity, adaptability, and »ther characteristics, it is widely applied in 
the improvement of conventionul weapon systems, so as to effect a tendency 
toward a qualitative leap in these systems. For example, the development of 
microelectronic technology has increased the accuracy of precision-guided 
weapons by 10 to 100 times, making the weight and power consumption of the new 
radar equipment only 1 percent of what they had been. Because of the use of 
precision guided weapons, the amount of ammunition consumed has dropped to 
one-tenth and even one-fiftieth of wht it had been. Some people estimate 
that more than 90 percent of the sciences and technologies now undergoing 
research have a major value for military application, and that many kinds of 
high tech will be used simultaneously to improve a conventional weapon. It 
can be predicted that in future conventional weapon systems the “high-grade, 
precision, and advanced" will replace the "low-grade, crude, and large." 


"Ten years from now will be an era in which a strategic nuclear weapon exists 
side by side with strategic nonnuclear weapons." Facts prove that the more a 
weapon's power becomes unlimited, the more limited are the places and 
opportunities for its use. Nuclear weapons appeared more than 40 years ago. 
Their type, modes of delivery, as well as casualty-producing and destructive 
power have been developed to a considerable level. However, the higher the 
level this kind of weapon , which is enorgously destructive for mankind, a 
high level, develops to the smaller becomes the probability that it wiil be 
used. Therefore, the role of nuclear weapons in the future will even more be 
as an omnidirectional "deterrent." At this time, high-tech weapons are 
accompanying the tide of the new technological revolution, and they will be 
used in future local wars. For local wars they provide the optimum choice for 
achieving a limited objective in a limited time and limited space, with the 
use of limited military forces and weapons. 
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The intense contention by the world's military powers in the field of high- 
tech weapons is bound to intensify the high-tech transforration of future 
local wars. The U.S. triservice joint logistics headquarters has allocated a 
huge sum of money for widespread research in electronic warfare; 
communications, command, and control systems; microelectronics; artificial 
intelligence; simulation training; high-quality materials; and other high-tech 
fieids in order to improve conventional weapons systems. The development of 
high-tech weapons has become the substance of America's "Strategic Defense 
Initiative." The Soviet armed forces are not taking this lying down. From a 
look at the several large military exercises by the Soviet armed forces in the 
past 2 years, we see that the quality of the high-tech weapons they possess, 
and their capability for using high-tech weapons, have reached a considerable 
level. Not long ago, they organized many scientists and allocated several 
nundred million dollars for research on laser tecnnology. In order not to 
fall behind, the countries of Western Europe came up with the "Eureka" plan, 
the core of which is the development of high technology to improve their 
defensive capability. Also, they plan in the next century to use laser 
artillery, electromagnetic tracked artilley, and other high-tech weapons to 
improve their capability to defend against medium- and short-range missiles. 


In conventional warfare under high-tech conditions, there will certainly be 
innovations. First, tactical measures will be flexible. For an assault, sea 
or land can be chosen, and an assault from the air will often more easily 
succeed. A warship, a special unit composed of several dozen men, or several 
aircraft can directly threaten the other side's core command organization and 
important military installations. Second, the target selection radius will 
increase, and will possess the characteristic of "pinpointing." In October 
1985, eight Israeli F-16 fighter plans turned the PLO Headquarters, which was 
2,400 km away, into a ruin. Third, the sudden nature of battle will increase, 
and the changes on the battlefield will be radical. At 2 am on 15 April last 
year, 14 American A-6 carrier-borne aircraft in only 11 minutes seriously 
damaged the military installations at the port of Benghazi in Libya. 


The widespread use of high-tech weapons will certainly cause new 
characteristics to appear in future local wars. First, tactics, campaigns, 
and strategy could merge into one organic whole. A tactical action could 
directly achieve a campaign or even a strategic objective; the attack and 
defense of a tactical key point quite likely could suddenly turn into a 
strategic struggle of a war-zone nature. Next, in an undeclared war the 
characteristic of hitting and running will become more pronounced. The signs 
of war and the intent of operations will be harder to ascertain. Finally, the 
"intelligence warfare" and "soft sciences confrontation" will leap into an 
important position and become important factors in victory or defeat in 
future local wars. 
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MILITARY, PUBLIC SECURITY 


NAVY INTRODUCES CONTRACT WEAPONS PROCUREMENT 
Beijing JIEFANGJUN BAO in Chinese 19 Jan 87 p 1 


{Report by reporter Su Qian [1327 6197]: "Initial Results Seen in Trial 
Contract Systeu for Navy's Weapons and Equipment") 


[Text] Beijing, 16 January--There is finally a good medicine for treating the 
frequently seen ills in the military industry of product development, ordering 
of goods, long manufacturing periods, many wrangles, and high cost of 
manufacture--the economic contract system. On the PLA's military industry 
front, the try-out of this system by the Navy's weapons and equipment system 
has obtained initial results. 


At the technical work conference on the Navy's weapons and equipment, which 
ended the day before yesterday, the military representatives stationed in 
factories who were at the conference each received a copy issued by the 
general meeting of the "standard contract text" for all types of weapons and 
equipment. These liaison representatives, who in the past were only concerned 
with monitoring the manufacture, testing, and acceptance of military products, 
must, in accordance with the demands of the Navy's equipment technical 
departments, quickly learn to "bargain" and “haggle” with the party 
contracting to manufacture the product when concluding a contract. 


With economic and legal measures made primary, supplemented by the necessary 
administrative control measures, the economic contract system organically 
combines each party's responsibilities, rights, and interests in economic 
activity into one modern management system. At the end of 1981, the Navy's 
equipment system began to consider and talk about an economic contract system 
for ordering goods, and in March 1983, with the permission of the National 
Defense Science, Technology, and Industry Commission, it began experiments at 
selected points. As of now, this mode has been used to complete the building 
of a certain new model guided missile escort vessel, setting a precedent for 
the management work in the PLA's weapons and equipment development and 
manufacture. The Navy's system used the mode of relating price to quality in 
the building of a large experimental working vessel, which has already been 
put into service. For the firs’ time on the military industry front bids were 
invited for designing and building a certain type of guided missile escort 
craft, for which bids are already being submitted by units. 
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MILITARY, PUBLIC SECURITY 


PLA SETS UP ZOOLOGICAL LABORATORY IN BEIJING 
HK240822 Beijing JIEFANCJUN BAO in Chinese 3 Jun 87 p 1 


[Report by Qiao Linsheng (0829 2651 3932): "PLA Sets Up a Large Experimental 
Animals Center" ] 


[Text] The PLA Zoological Laboratory, an “animal world" managed by armymen, 
appeared silently in the western suburbs of Beijing. 


There are more than 20 varieties and strains of experimental animals which 
include the white-lip monkey, a rare tropical animal, British purebred 
beagle, and albino black-fur hamster, a rare animal. A total of 250,000 
animals are bred annually for experimental purposes. These different 
varieties and strains of animals which have maintained their unique here- 
ditary features are bred in light of rigorous biological scientific 
standards. 


Usually the achievements of China's scientific research workers in biological 
science are not internationally recognized because the experimental animals 
used are not standard, high quality, sterilized ones. Since 1979, the PLA 
started to build a zoological laboratory based on the zoological garden of 
the Academy of Military Medical Science. Pointing at the new buildings 

and other facilities, a responsible person of the laboratory told this 
reporter that the laboratory covered an area of over 100 mu, which is the 
largest of its kind in the country. The principal part of the project, 
which has an area of 3,400 square meters for breeding and inspecting 
animals, has been completed. Equipped with advanced imported facilities, 
the laboratory has a contingent of technological workers of different 
branches of learning. 


To ensure that the quality of the experimental animals can reach inter- 
nationally acknowledged standards, the PLA zoological laboratory has done 

a great deal of work which includes improving the feeding environment, 
perfecting feeding procedures, enforcing quarantine regulations, developing 
relevant instruments for the separator screen system, exploring and 
establishing monitoring technology and methods for genetics and micro- 
biology of different kinds of animals. The laboratory has also succeeded 
in breeding five strains of inbred rats. 
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MILITARY, PUBLIC SECURITY 


SCIENTIFIC MANAGEMENT TRAINING FOR HIGH-LEVEL CADRES 
Beijing JIEFANGJUN BAO in Chinese 17 Jan 87 p 2 


[Article by Ma Jianhwa [7456 1696 5478] and Chen Tianxin [7115 3944 2450]: 
"Spring Fills the Air With Warmth; Sidelights on a Concentrated Training Unit 
in Management Science for ::4ares at the Regiment Level of a Certain Group 
Army" } 


{Text} The Year of the Tiger was coming to an end, and the earth on the 
Central Plains was wrapped in a mantle of silver. 


Covered with snowflakes, we stepped over the threshhold of a concentrated 
training unit in management science for cadres at the regiment level and above 
of a certain group army, and were immediately assailed by a blast of heat.... 


In the classrooms, in the living quarters, and ir the corridors, in twos and 
in threes students conversed, the sound of their words constantly filling our 
ears. We heard slightly unfamiliar terms, such as "decisionmaking," 
"feedback," “energy level," and “effect.” Everywhere students were bent over 
their desks, either lost in thought or writing rapidly. Ah, they were writing 
or revising their course-completion theses. We looked at these theses, and 
new and original titles came into our view one by one: "Unit Management Should 
Change From Partialness to Systematicness," "A Lesson Bought for 170,000 
Yuan--Short Discussion on Making Decisions Scientific in the Units’ Production 
and Business," and "Making Contacts Through ‘Nonformal Relationships’ Is a 
Basic Skill of a Leader".... 


When asked about his impressions of the stuides, Zhang [1728], chief of staff 
of a certain division, laughed loudly: "My biggest impression is that when it 
was time to come, I didn't want to come, and when it will be time to leave, I 
won't want to leave." Chen [7115], deputy commander of a certain regiment, 
explained: "Close to yearend, we leaders on the first line must do many 
things. Being drawn out for 1 month's time to study, we felt at the 
beginning, was not necessary. Being locally born and bred in the units, which 
of us does not have several sets of methods for managing units? However, what 
is learned must not be thrown away. Previously, we relied on experience in 
managing. If we did something correctly, we didn't know why it was correct; 
when we did something wrong, we w.re even more muddleheaded about why it was 
wrong." Chen [7115], chief of the military affairs section of a certain 
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brigade, interjected: "This is called a case of shouting a lot of slogans, 
cudgeling a lot of brains, doing a lot of work, working out a lot of measures, 
and coming up with a lot of problems." 


"What problems do you all think existed in unit management previously?" We 
followed up our questioning. 


Chief of Staff Zhang said: "In each class we summed them up and handed them 
over to the teaching team." 


Liu [0491], leader of the teaching team and deputy director of the political 
department of a certain division, told us that the problems summed up by the 
students were both vivid and profound and of great value, like the leadership 
concepts of being arbitrary, meeting a contingency, superceding, and taking on 
everything; the work methods of the type of a "nurse," a "fire brigade," and 
"belated action"; work plans of the type that "issues an order in the morning 
and rescinds it in the evening" and that "undergo a myriad changes in the 
twinkling of an eye"; work goals of the type that "look at mountains in a fog" 
and “look at the moon in the water"; work centers of the "merry-go-round" and 
"kaleidoscope" types; the work spirit of "not seeking to render outstanding 
service but rather trying not to make mistakes"; and work efficiency of the 
"low key" and "slow rhythm" type.... Not only were the problems summed up one 
by one and case by case, but they were also analyzed, so that everybody felt 
that making unit management scientific was something that was necessary and 
that must be done. 


Team leader Liu analyzed and recorded cases taken from six classes, from which 
we have excerpted the following: 


Case: A certain regiment took part in a "motorized infantry division's live 
exercise of a testing nature," and the vehicles adversely affected all the 
actions of the units. 


Reason: On the surface it looked as though this was becauce the drivers’ 
skills were poor and they could not drive the vehicles independently. In 
reality, the poor skills were caused by the bias toward safety and accident 
prevention. For a long time, we have been used to management of a unit 
nature, that is, whatever item the higher level was to inspect, that was the 
item we would get a tight grip on. What the higher level was to compare and 
assess is what we would work on on a crash basis, in all matters, big ane 
small. Frequently, it was a case of "each singing his own tune" or “tearing 
down the east wall to repair the west wall," causing things to be cut up, many 
things to stand in the middle, and incompletely listing things. 


Analysis: Management work is a science, and is composed of thr: elements of 
managing the implementation of rules and regulations, officer-men unity, and 
weapons and equipment. Safety and accident prevention are among these 
elements. However, to stand out in this work, this regiment sealec up a lot 
of vehicies for safekeeping, so that the great majority of drivers did not 
have an opportunity to drive vehicles, causing them to be out of practice in 
this skill. In addition, if one only insures safety and does not dare to 
drive a vehicle, it is very hard to talk about being proficient in driving. 
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in this way, although for a time the number of accidents is reduced and award 
banners are won, the normal conduct of other work will be seriously affected, 
the coordination and continuity of tne overall situation will be affected, and 
the overall results will be lessened. Every cadre should be made to 
understand that what management work pursues is not the superiority of a 
certain element but the high performance of the whole. Therefore, in the 
Management center a leader must, taking the effectiveness of the whole 2s his 
guide, with insight of a strategic, goal, and forecast nature, make a 
comprehensive analysis of the work done by his own unit, bring into play the 
initiative of all elements, and form the coordinated comprehensive force of 
the whole. 


At this point, we could not refrain from giving high praise: the case in this 
article was chosen witn precision, the levels were clearly distinguished, and 
the analysis was thorough and convincing. But Deputy Director Liu said it was 
still not the best. This former instructor at the Political Academy in 
private boasted: "Some theses only need a little revision to be up to the 
standard of being published in the press." 


As we left, as luck would have it we bumped into Wang [3769], chief of the 
cadre section of a certain division. His home was in the vicinity of the 
concentrated training unit. We had learned that today was a day off for the 
concentrated training unit, so we asked him why, with him not being home for 
quite a while, he did not hurry back to it. He laughed heartily: "Returning 
home would be like taking a walk. In the past several days off I have not 
dared to even take a walk. Opportunities such as this are hard to come by. 
Formerly I always thought that doing good cadre work depended on three things: 
first, policies and principles; second, professional ability; and third, 
dedication. This time I profoundly understand that to depend only on these 
three things to do good cadre work in the new period is insufficient. It also 
depends on a scientific mind, scientific concept, and scientific method." 
When we asked how the writing of his thesis was going, he waved sheets of 
lined paper in his hand: "This isn't it. I will complete it tonight. There 
is still a part I must change. The title will be ‘Study the Principles of 
Syster, Replace Outmoded Concepts About the Deployment of Leading Groups." 


Hearing that Wu [0702], the group army's chief of staff, was the head of the 
concentrated training unit, and that Director Huang [7806] was its political 
instructor, we went to the unit's headquarters. 


Getting to the bottom of the matter, Chief of Staff Wu told us that, under 
the new historical conditions, how to manage units effectively is a new topic 
facing leaders at ali levels. The methods of leading troops that were 
effective in the past are increasingly inadequate, and scientific managmeat is 
not only the trend of the times but also a matter of extreme urgency. 
Director Huang said with deep feeling: Recently the Military Commission has 
repeatedly stressed taking charge of the basic level, and taking charge of the 
basic level, of course, means giving the basic level authority, money, 
materiel, and manpower, However, it should be said that what is more 
important is to give basic-level cadres scientific management methods and 
brand-new concepts for leading troops. This is the fundamental question. We 
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are preparing to run this kind of concentrated training unit in the future, 
and to run it better. 


Indeed, with tne eve of the new year coming, the leaders accurately view 
modern management as the "chain" to which they should do all they can to hang 
onto, and without a doubt unit building is full of hope. Thinking atout this, 


we immediately felt: When the earth is cold and frozen, here spring fills the 
air with warmth. 
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MILITARY, PUBLIC SECURITY 


NEED TO ESTABLISH MODERN MILITARY MANAGEMENT SYSTEM 
Beijing JIEFANGJUN BAO in Chinese 17 Jan 87 p 2 


[Article by Feng Tiareheng [1%09 1131 2052) of the National Defense 
University: “Establish a Modern Management Theory System That Possesses the 
Special Features of Our Army") 


(Text) Currently, facing the historic opportunity of our Army's 
modernization, in building units of high quality and nigh efficiency, without 
a doubt good scientific management is of special significance. Therefore, to 
study, sum up, establish, and perfect as fast as possiole a modern military 
Management theory system that possesses our Army's special features is an 
extremely important aud extremely wrgent task. 


I think that, first of all, we must, with a view to developing it, carry on 
the tradition of our Army’s ganagement. Over several decades of revolutionary 
war and armed forces building, our Army has originatec a complete set of 
management theories and methcds that suits its characteristics. They are the 
valuable component parts of our Argy's good tradition. Without a doubt we 
should seberly recognize them, firmly carry them on, and let then further 
display taeir glory and greatness in our Army's new period of modernization. 


Following the rapid development of military technology, the constant renewal 
of weapons and equipment, and the garked changes in the armed forces system of 
organization and establishment and in personnel quality, there is the problem 
of constantly developing and perfecting our Aray's traditional management 
theories and methods. There is no need to doubt that in our management of the 
past there were some unscientific parts, and that we must dare to regularize 
them or discard them. For example, based on the energy-level principle of 
modern management, a higher level manages its next lower level, and the lower 
level accepts the management of its next higher level; otherwise, there would 
be chaos in management. From this we reach the conclusion that our habitus. 
work pattern and method in management in the past of “carrying a task or 
directive right down to the grassroots level" should be changed. 


Next, we should pay attention to drawing on the experience of foreign armies 
that will benefit us. It is bad to refuse to learn from other people. 
Currently, the military ganagmement theory of some developed countries has 
already been developed to a fairly high level. Since gwilitary management is a 
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science, we should absorb those parts in the management of foreign armies that 
are scientific and that suit our army's characteristics. Of course, 
indiscriminate copying word for word will not do. With regard to the 
Management theories of foreign armies, we must always remember not to "swallow 
dates whole"--lap up information without digesting it--and not to appiy them 
mechanically. On the foundation of conscientiously studying the objective 
reality of our ow: armed forces, we should digest the management theoi ies of 
foreign armies, and then change them into our own things. For example, in the 
“hard @anagement" aspect of foreign armies, there are things worth or 
learning from. They stress the formulation and perfection of military laws 
and regularization in each field, each level, and each aspect. they are the 
criteria for the serviceman's actions and the models for his behavior, and 
also the basis for managing armed forces and handling problems. Having 
complete rules and regulations means that in armed forces management there are 
rules to follow, aud that management maintains its stability and continuity 
and avoids arbitrariness. The management system internaily can automatically 
coordinate, thereby strengthening its self-control. Even if prodlems arise 
they will be comparatively easy to solve. The rules and regulations can sake 
management standardized, institutionalized, and programeatic, thereby avoiding 
macmade interference, so that armed forces duilding advances along a gore 
scientific track. These things are worth learning. 


Finally, we should also pay attention to absorbing the management experience 
of the localities. Local enterprises started scientific management fairly 
early, and they created many successful Ganagement methods and techniques that 
are worth study and learning. Some units are now practicing ganagement by 
objective, which has been faisly well receivec and also has got certain 
results. Of course, there is still the old saying, namely, with regard to 
managecent experiences there is a problen of digestion and understanding. 
Study and drawing on the experience of others is not a simple case of 
"displacement." If, in disregard of actual circumstances, we rigidly apply 
local experiences indiscriminately to the units, we will certainly cause bad 
influences and improper losses to the units’ construction. 
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MILITARY, PUBLIC SECURITY 


PLA UPGRADES LOGISTIC TECHNOLOGY, EQUIPMENT 
HKO21452 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0236 GMT 2 Jul 87 


[Text] Beijing, 2 Jul (ZHONGGUO XINWEN SHE)--This reporter has learned 
from the General Lostistics Department of the PLA that a unique system of 
military supplies, sanitation, camping, pol, and automatic logistic command 
has initially been developed with regard to the logistic equipment of the 
Chinese armed forces and that the army's logistics and supply capability 
has been so markedly improved that it is gradually moving toward standardi- 
zation, serialization, and generalization. 


Pol is known as the "blood" of motorized units. The Chinese armed forces 
have installed fuel pipe lines and various kinds of high-speed pol delivery 
equipment. These facilities can simultaneously refuel as many as 100 cars 
and several dozen tanks on land. By using the high-speed refueling system 
controlled by minicomputers the air force can simultaneously refuel six 
aircraft. The naval 10,000-ton-class fuel and water supply ships can 
vertically and horizontally provide sailing naval vessels with necessary 
supplies so that the naval fleets can extend their oceangoing capability. 


The minicomputeri-ed automatic command network of the logistics department 
of the Chinese armed forces is taking shape. Facilities like calculators 
and telex machines have been installed in units from the command center 

to the logistics departments of various units. The automatic logistics 
command system of war zones has been installed and the efficiency of 
providing logistics supplies during a war has been doubled. 


The designs for new types of field cooking utensils have been finalized. 

A field bread car can process a total of 2,000 kg of flour into bread a 
day, enough to cater for a regiment. A field car and field kitchen trailer 
can cook meals for an entire platoon in 20 minutes and pack up to move 

away in 2 minutes. Field cooking capability, with the stress on hot meals, 
has been developed and the history of "burying pots in the ground to cook 
rice" has come to an end, 


Weapons maintenance has been modernized. By applying advanced instruments, 
such as lasers, fiber optics, and spectral analysis, the ordnance mainte- 
nance workers have been able to greatly raise their maintenance precision 
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and efficiency and considerably improve the accuracy and effective service 
life of various light and heavy weapons, such as tanks and strategic missiles. 
The successful development of a number of field maintenance engineering 


cars, as well as rele.ant equipment, has provided conditions for high-speed 
repair on the battlefield. 


Military health equipment has been upgraded and new types of ambulances 

and health service cars have been used to equip the armed forces. Heli- 
copters have become one of the principal means for transporting the wounded. 
In the self-defense counter-attacks against Vietnam, they created a record 
of safely transporting all the wounded with no deaths in the helicopters. 
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MILITARY, PUBLIC SECURITY 


BRIEFS 


STUDENTS RECEIVE MILITARY TRAINING--Following a military banner, some 2,000 
students marched through the gate of Zhejiang University yesterday morning 
and left for military units in the Jinhua and Yixing areas for 5l-days 

of military training. This is the first time in our province college 
students have taken part in military training. Zhejiang University and the 
army unit assigned this military training task held a military training 
consultation meeting as early as January this year. They set up a leading 
group composed of leaders of the army unit and the university to take charge 
of military training. Students taking part in military training are from 
the school's Class of '86. They are organized into two training groups, 
which are divided into 23 companies, Fine army instructors are assigned as 
squad, platoon, company, and regiment leaders. And school cadres are 
assigned as deputy leaders. While receiving military training, all students 
must wear uniforms, take military rules and regulations as their code of 
conduct, and abide by strict military standards. The program is designed 
to enable students, through military training, to gradually cultivate the 
good workstyle and habits of plain living, hard work, good discipline, and 
good manners. The school also stipulates that military training will become 
an important part in the overall evaluation of students. [Text] [Hangzhou 
ZHEJIANG RIBAO in Chinese 19 Jun 87 p 1] /9604 


NANJING MR LEADERS ATTEND MEETING--To be strict with oneself in self-analysis 
by courageously exposing one's onw shortcomings and washing one's dirty 
linen in public--that was the fine style that prevailed at the enl-rged 
session of the Nanjing Military Region party committee held from 12 to 17 June. 
The more than 200 leading cadres at or above the division level who 

attended the session together analyzed the contradictions found in the 

course of army building and summed up the lessons and experiences to be 
learned. Many army and division leaders courageously exposed the short- 
comings of their respective units or of themselves in their reports at the 
meeting. They also conducted serious ideological self-criticism with 

regard to the problems in their grassroots units. Xiang Shouzhi, commander, 
and Fu Kuiqing, political commissar, of the Nanjing MR, sternly criticized 
some units with particularly conspicuous problems and those cadres whose 
performance was poor, The unanimous opinion of all participants of the 
meeting was that it had been one of seeking truth from facts and solving 
problems, [Text] [Nanjing Jiangsu Provincial Service in Mandarin 2200 GMT 
18 Jun 87] /9604 
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SHENYANG LEADERS ATTEND MEETING--The national conference to sum up the 
experience gained in supporting the army and giving preferential treatment 
to servicemen's families as well as of supporting the governments and 
cherishing the people ceremoniously opened in Jiamusi City on 24 June. 
Comrade Yang Chen presided over the conference. At the opening ceremony, 
Zhu Yungian, deputy director of the PLA General Political Department, 
delivered an opening speech. Sun Weiben, secretary of the provincial 

party committee, and Liu Jingsong, commander of the Shenyang Military 
Region, delivered speeches. Attending today's conference were Cui Naifu, 
minister of civil affairs; Liu Zhenhua, poiitical commissar of the Shenyang 
Military Region; Hou Jie, governor of the province; Yang Haibo, vice 
minister of education; Zhang Xiufu, political commissar of the Headquarters 
of Chinese People's Armed Police Force; Zhou Wenhua, deputy secretary of the 
provincial party committee; Du Xianzhong, vice governor of the province; 
responsible persons from the PLA units stationed in the province, which 

are under the Shenyang Military Region, and from the provincial military 
district, including Li Wenqing, (He Daoquan), (Dong Yushu), (Zhao Dao), 

and Ma Chunwa; and leading personnel from the Jiamusi City party and 
government organs, including (Li Fuzhen) and (Zhang Shengjiu). [Excerpts] 
[Harbin Heilongjiang Provincial Service in Mandarin 2100 GMT 24 Jun 87] /9604 


SHAANXI DEFENSE INDUSTRY--The Shaanxi provincial science, technology, and 
industry system for national defense has actively implemented multiform 
contracted management responsibility systems. During the January to May 
period this year, the system's total industrial output value increased 
by 35.3 percent as compared with the same period last year; and the 
system's output value of products for civil use, as well as its income 
from sales, increased respectively by 51.4 percent and 42.9 percent as 
compared with the sane period last year. Since the beginning of this 
year, the province's war industry system began implementing multiform 
con.racted management responsibility systems for the purpose of achieving 
an increase of 170 million yuan in output value and cutting 50 million 
yuan in expenditure as compared with 1986. [Summary] [Xian Shaanxi 
Provincial Service in Mandarin 2330 GMT 24 Jun 87] /9604 


SHENYANG MR LEADERS ATTEND MEETING--The Shenyang Military Region's meeting 
to commend the advanced in supporting the government, cherishing the 
people, and building civilized units and training personnel for both 
military and civilian service cooperatively with localities, was held on 
the morning of 28 June. Shi Baoyuan, deputy commander of the Shenyang 
Military Region, presided over the meeting. Zhu Yunqian, deputy director 
of the PLA General Political Department, Liu Zhenhua, political commissar 
of the Shenyang Military Region, and Li Wenqing, director of the Political 
Department of the Shenyang Military Region, delivered speeches. Attending 
were Cui Naifu, minister of civil affairs, Zhang Xiufu, political commissar 
of the Armed Police Forces, and Du Xianzhong, vice governor of Heilongjiang. 
[Excerpts] [Harbin Heilongjiang Provincial Service in Mandarin 2100 GMT 
28 Jun 87] /9604 


107 

















AAA BRIGADE GRASPS POLITICAL WORK--To get a grip on the basic level, first one 
must understand the people at the basic level. The political department of a 
certain antiaircraft artillery brigade in the Nanjing Military Region has been 
taking practical measures to improve the ideological and professional quality 
of its organizations’ cadres who are working on the basic level. A certain 
group army has popularized the department's practice. In this brigade, more 
than 90 percent of the cadres of its political organizations are new comrades. 
In their work they often have the weak point of emphasizing the higher and 
Slighting the lower, and are unwilling to have many contacts with the cadres 
and fighters at the basic levels. The political department carried out 
education and rectification on the "guiding ideology for correcting work at 
the basic level." Focusing on the fact that when certain organization cadres 
go down to the basic level they are unable to solve actual problems, the 
political department has them exchange experiences in basic-level work on two 
evenings each week, and every month brings them together for a session of 
basic-level professional training. It has made detailed rules and regulations 
for serving the basic level, and has put into effect a responsibility system 
for getting a grip on the basic level. Every department, office, and 
individual now has one contact point at the basic level. [Report by Hou 
Zailong [0230 0961 7893] and Xue Qiangbo [5641 1730 3134]] [Text] [Beijing 
JIEFANGJUN BAO in Chinese 19 Jan 87 p 1] 9727 


PILOTS CERTIFIED FOR ALL-WEATHER--The "squad members" of the party committee 
of a certain division of the Air Force's Aviation Corps have united with one 
mind in doing work, and a new situation has emerged in unit building. As of 
the first part of January, all pilots of the division's combat regiments were 
able to fly in the four kinds of weather and become all-weather pilots. Last 
year the division put on its training agenda four different topics for the 
combat regiments, which for several years had not flown at night or in complex 
weather. After training began, the division's leading cadres gave each other 
trust and support, and took the initiative to coordinate. For a time, because 
the aircraft fixed-inspection work did not keep pace, flight training was 
adversely affected, Political commissar Yao on his own initiative led a work 
team to the fixed-inspection zhongdui to help it improve this work, thereby 
insuring the flight training requirements. In November of last year, the 
units were to have education in patriotism. Division Commander Yu not only 
arranged the time for it and personally gave lectures to flight zhongdui, but 
also, together with Director Luan went to a certain regiment and airfield 
several dozen li away to see that the education was carried out. The vivid 
and lively education got fairly good results. [Report by Liu Congli [0491 1783 
4409]] [Text] [Beijing JIEFANGJUN BAO in Chinese 19 Jan 87 p 1] 9727 


PARAMEDIC SHIP COMPLETES TESTING--The practice of 431 surgical operations at 
sea over 5 years and technical examinations have shown that the Navy's first 
paramedic ship is able to fulfill medical emergency treatment missions 
offshore and at medium sea range. The medical equipment on this ship is 
complete, and its distribution is rational. The ship has an operating room, 
shock treatment room, serious injury treatment room, X-ray room, and 
examination room--all with matching electrical and medical instruments of many 
kinds. The dispensary and preparation room can compound a large number of 
liquid medicines. Specially equipped lifting and hoisting devices and life- 
saving equipment insure the moving of injured personnel and the rescue of 
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personnel who have fallen into the water. A respon.ible comrade of the Sea 
Medical Treatment Research Center said that this par.sedic ship can, when it 
is rocking between 25 and 40 degrees, perform gastroectomy or cranioscopy 
Operations, and between 7 and 20 degrees a replantation of a severed limb. 
Since last year it has carried out 13 exercises at sea in the Pacific Ocean 
and around the Xisha Islands, traveling a distance of 4,100 nautical miles. 
It diagnosed and treated 685 cases on 45 ships, getting good results in all of 
them and receiving universal acclaim from the Navy's ship units. [Excerpts] 
[Beijing JIEFANGJUN BAO in Chinese 17 Jan 87 p 1] 9727 
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TAIWAN 


FISHERY COOPERATION WITH INDONESIA TO BE EXTENDED 
OW261427 Taipei CNA in English 1400 GYT 26 Jun 8&7 


{[Yext] Taipei, 26 Jume (CNA)--The Republic of Chim will cxteomd its fishery 
cooperation agrevment with Induncsia at the emi of this month, a Ministry ot 
Forcign Affairs spokcs@an said Friday. 


Spokesman Cheyne J.Y¥. Chiu told ua regular news conference at the Governmni 
informtion Office that the fishery cooperation agreement with imionesis hus 
been in effect fur 1 year and everything has been guine smuuthly. 


A wission of the Kaohsiung Fishery Boats Association visited Indonesia 
recently and asrued with Indumesia fishery athoritics to extend the 
vooperation plan. An DTalumsian mission will visit. Tuiwean to sim Ue 
agreement later this month, Chiu said. 


Recently, some ROC fishing boats not affiliated with the Kachsium Fishers 
Roats Association were detained while omoculine in an iodonesian Ccunumic 
wone. The ROC Govermment has asked its trucic of fice in Juhuria lo nexotiate 
with indumesian authoritics for the reloasc of the fishin bouts ual 
fishermen. 


The govermecnt bus alse ashed Overseau: Chinese utal civic: dewdcrs Un loduice ia 
to help awe of these fishermen, the spokcema suid. 


412222 
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